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BUTCH LAMBERT: Good  norning, | adies and

gentlemen. It’s now 9:00 o’clock. It’s time to begin
our proceedi ngs. First off, let nme apologize that we
don’t have our sound system hooked up this morning. We

have a little bit of technical difficulties and we won’t
be able to do that today. So, I'd ask everyone that
Wi || be testifying today and all the Board nenbers, if
you could please speak up so everyone could hear. At
this tinme, if you have any cell phones or any other
communication devices, I’'d ask you to please turn those
of f or put themon vibrate. |If you have to take a call,
pl ease take that out in the hall. W are recording
t hese proceedi ngs and we need to be able to hear so that
our recorder can everything on the record. | wll begin
by asking the Board to please introduce thenselves
begi nning with Ms. Dye.

KATI E DYE: Good morning. I’m Katie Dye and I'm
@ public nmenber from Buchanan County.

SHARON PIGEON: I’'m Sharon Pigeon with the

of fice of the Attorney General.

BUTCH LAMBERT: And I’'m Butch Lambert with the

Department of M nes, Mnerals and Energy.

BILL HARRI S: Good morning. I’m Bill Harris, 4

public menmber from Wse County.




BRUCE PRATHER: I’'m Bruce Prather. I represent

the oil and gas industry on the Board.

MARY QUI LLEN: Mary Quillen, a public nenber.

BUTCH LAMBERT: At this time, we’ll enter into

public comment. First on the sign up sheet is Karen
ANSt ey .
KAREN ANSTEY: Good nor ni ng.

BUTCH LAMBERT: 1’11 ask you to move in front

one of the mcs please and state your nane for the

record.

KAREN ANSTEY: Oh, I thought the system wasn’t
on.

BUTCH LAMBERT: That’s a recording microphone.

KAREN ANSTEY: Oh, okay. Good norning. M/ nane
is Karen Anstey. I’'m here to appeal to the Board not to
approve the pooling of my acreage. It’s 1tem number
t wenty-one on the docket. The reason is Southeast Land

and M neral did not negotiate in good faith.

BUTCH LAMBERT: Ms. Anstey, if | could interrupt

you for a second. | would ask that if you have comrents
on a particular docket item and I think you’re referring
to itemtwenty-one, if you would hold your comments and
pl ease cone forward at the tinme that that docket itemis

called it will be nore helpful to the Board to hear your




comments as we’re discussing that docket item.
KAREN ANSTEY: Oh, okay. Thank you.
BUTCH LAMBERT: Thank you. Phil Horn.
PH L HORN: | have not hi ng.

BUTCH LAMBERT: No comment s?

PH L HORN: Yes, sir.
BUTCH LAMBERT: Thank you, Ms. Anstey. Because

of some scheduling conflicts and for folks who have
ot her appointnents that they need to get to this
afternoon, we’re going to move on the docket to item
nunber twelve. A petition form CNX Gas Conpany, LLC to
al l ow election rights in unit C29, well GC 29A, docket
nunber  VGOB- 10- 1116- 2848. Al parties wshing to
testify, please cone forward.
MARK SWARTZ: Mark Swartz and Anita Duty. Shea
Cook and Cl yde Hor n.

(Clyde Horn and Anita Duty are duly sworn.)
BUTCH LAMBERT: You may proceed, M. Swartz.

ANI TA DUTY

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:




Q Anita, would you state your nanme for the

record, please?

A Anita Duty.

Q Who do you work for?

A CNX Land Resources.

Q And did you prepare or supervise the

preparation of the notice of hearing, anended notice of

hearing and the application wth regard to the

addi ti onal well in C297?
A | did.
Q And the purpose for your filing this was

to allow M. Horn to have an election right with regard
to the second well that has been drilled, correct?

A Yeah. . . yes.

Q And is it your understanding that the
argument here isn’t about whether or not he should have
an el ection, but whether or not there should be escrow?
A Yes.

MARK SWARTZ: Okay. I’'m not sure under those

ci rcunstances, M. Chairman, that we really need a |ot

of testinony from our side at the nonent. And, you
know, | would ask M. Cook, | guess...| assune your
client would like to have an election right, | nean,

under the order.




SHEA COOK: W would like to...we would like to
reserve that right, yeah.

MARK SWARTZ: Ckay. And | think I would sort of

| i ke to punt to you---.

SHEA COCK: Sur e.

MARK SWARTZ: ---with regard to the escrow
| Ssue- - -.

SHEA COOK: I’11 be happy to pick that up.

MARK SWARTZ: ---and we can nove through this.

SHEA COOK: The nature of the objection that we
filed relates to the addition of another well in the

uni t . M. Horn is a participating nenber in C29. Qur
position is and as | stated in ny correspondence dated
August the 23rd of |ast year, that if you permt the in
pl acenment of this additional well his gas interest wl|
be directly inpinged by reducing the revenue that he can
reasonabl e expect to receive fromC29 as a result of the
production dimnished by the addition of C29A in the
unit . Now, our position is that ultimtely whether you
have one well or five wells, over the course of the
productive life of that particular area the total anount
of product produced will not be different. But the fact
of the matter is by adding additional wells and putting

M. Horn in the position where he has to el ect between




being a participating partner or otherwise, it does
negatively inpact and reduce the revenue that he can
reasonably receive over tinme from the production of the
gas from that particular unit. He has been denied the
benefit of his contractual right as an operati ng partner
in C29 by CNX’s unilateral action in applying for
permssion to in place C29A and noreover the additional
well in the unit seens inconsistent wth the underlying
purpose of the oil and gas act of 1992, which included
preventing over production of gas especially at a tine
where gas prices at relatively low levels, as well as to
strike a balance between the extraction of a valuable
nature resource and conservation. CNX’s application to
in place C29A will also have the effect to increase the
ti ne necessary for Horne to begin receiving revenue fron
his operating interest. For those reasons, we object to
the request to in place the additional well. Certainly,
beyond that, whether or not he is required to elect to
be a participating partner or not, we would reserve the
right to make that election depending upon what the
Board’s action is with regard to the addition of the
addi ti onal well.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)




BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: Yes. Could you swear M. Hayhurst

for me?

(Jereny Hayhurst is duly sworn.)

COURT REPORTER: Wul d you state again?

JEREMY HAYHURST: Jereny Hayhur st.
JEREMY HAYHURST

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Jereny, who do you work for?
Consol Energy.
How | ong have you worked for thenf

Seven and a half years.

o > O > O

kay. G ve us a sense of your college
educati on and your training.
A I have a Bachelor’s Degree in Mechanical
Fngineering and a Master’s Degree in Petroleum
Engi neering. I did my research in my Master’s on
coal bed net hane and hori zontal wells.

Q kay. In the seven and a half years
that you’ve worked for CNX, what in general have your

duti es been?




A | started out as a reservoir engineer

and I’'m now a supervisor of reservoir engineering.

Q And have you testified before this Board
bef or e?

A Yes.

Q And have you testified with regard to
infill drilling before?

A That’s correct, yes.

Q Okay. I don’t know 1if you were in the

audience and listening to Mr. Cook’s presentation. Wre
you?

A Yes.

Q Okay. So, I don’t have to sort of
summari ze that for you. As | understood his point...his
main point, it was that drilling a second well in this
unit would not be reasonably expected to increase the
overal|l production and thereby the overall royalties
t hat woul d be payable or the overall net revenue that
woul d be payabl e. Did you understand him to be naking

t hose points?

A That’s correct, yes.
Q Wth regard to infill drilling...and
this is an Gakwood unit, okay. Have you, in fact,

testified before this Board before with regard to infil




drilling in the Gakwood Fi el d?

A Yes.
Q And, in general, could you share your
opinions with regard to the effects of infill drilling

In the Cakwood Field with regard to production from any
gi ven unit?

A Typically, one well in a unit just due
to the perneability and the gas content over, you know,
a period of sixty-five years is what we run our
reserves. You do not drain, you know, a hundred percent
of the gas or 80% of the gas. You’re typically, you
know, |ess than 50 with one well in a unit. Typi ca
recoveries with two wells in the unit still probably
approach 70 to 75%. So, there’s a significant amount of
Jas that’s remaining from that first well because you
Just don’t drain it in that amount of time. So, with
the perneability that you have, you need to put another
well in the unit to drain that unit effectively.

Q And, in fact, today we have on the
docket, docket item nunber twenty-eight actually a
petition to allow infill drilling of sonme additional
units, correct?

A That’s correct.

Q And did you prepare exhibits for that




docket item today?

A Yes.

Q Do you happen to have them handy?

A Yeah.

Q Could you let M. Cook sort of read over

yvour shoulder here? But with regard to the...what I'm
really looking for is the differential, sort of the
hi story match. One of the exhibits that we wll be

tal king about later today is a history match for an

original well and then a second well, correct?
A That’s correct.
Q And that also reports a cunulative

producti on?

A That’s correct.
Q And what is the estimate with regard to
the increase in production that you see over the...is it

si xty-five years that you’re---7?

A Yes, sixty-five years.

Q What’s the increase 1n production that
results from having a second well as opposed to having
j ust one well in the unit?

A The i ncrenental reserves from these
units that we’re talking about later is 290 million

cubic feet of gas. A single well in that unit we




hi story matched to produced 860 mlIlion. So, the total

conbi ned gives you 1150 mllion cubic feet. So, we do
get additional reserves fromthe additional well in the
unit .

Q Ckay. And those additional reserves

basically .29 bcf, right, if we use this as an exanpl e?

A Yes.

Q Those additional reserves would produce
royal ty?

A That’s correct.

Q And woul d produce net revenue to anybody

Who participated or was carried?
A That’s correct.

MARK SWARTZ: That’s all I have, Mr. Chairman.

SHEA COCK: Just a foll owup.

CROSS EXAM NATI ON
QUESTI ONS BY MR COOK:

Q Now, your opinion is based upon specific
experience with a well or nodeling?
A Model i ng and wel | s.
Q Ckay. But the information that supports
t he nodeling conmes fromspecific wells, is that correct?

A Yes.




Q (kay. And based upon the (inaudible)
I nformation froma specific well, you plugged that into
a particular model to support your theory that you’ve

presented to the Board today?

A (I naudi bl e).
Q You al so nade reference in your
testinmony to sixty-five years. |Is that the life span

that is used for the purpose of your nodeling?
A Yes. And that’s what we run reserves
for al so.
Q Ckay. Now, the...but the sixty-five
years you would agree is an arbitrate figure determ ned
by, in this particular instance, CNX Gas to use to
support nodel i ng?
A That’s correct.
Q And it is an arbitrate figure? You
coul d use fifty years or you could use seventy-five
yvears and ultimately you would get to the sane result as
far as being able to do extrapolate and give an opinion
as to the life of the well?

A Yeah, but typically your gas read gets
so low and your economics won’t sustain with gas prices
to run, you know, even up to sixty-five years in nost

CaSes.




Q kay. And the gas prices at the present
tine are low historically speaking, is that correct?
A That’s correct.
Q Ckay. As far as the specific wells that
you referenced to support your theories and the
nodel i ngs that those theories are based on, when were
t hose wells in place?

A Most of these wells here have been in
pl ace for...sonme of them have been producing for a

hundred. .. a hundred plus nonths.

Q Ckay. For a period in excess of hundred
nmont hs?

A Yes.

Q Do you...sitting here today testifying,

do you know the ages of the wells upon which your
nodel i ng i s based on?

A H story match to the certain wells with
a hundred nont hs of production.

Q No, ny question is though, do you know
how ol d the wells are that you’re modeling is based
upon? I mean, clearly you indicate that they’re in
access of a hundred nonths. But do you know the ages of
t he wel |l s?

A Each of them would be different.




Q So, you don’t know? You don’t know?

A | could go back and---.

Q But sitting here today testifying, you
don’t know?

A Not...not right off ny nenory, no.

Q kay. Is it not also accurate that
there are deviations froma particular nodel specific to
the | ocation of a particular unit based upon the
geol ogi cal formations upon...over which that unit is in
pl aced?

A You’d have to ask the geologist.

Q Well, I mean, you’re...what was your
credenti al s?

A Reservoi r engi neer.

Q Al right. You have an engi neering
background and you’ve been involved in the gas industry
for how | ong?

A Seven and a half years.

Q Okay. And, you know, I’'m not an
engineer and I'm not a geologist, but it seems to me
that it’s pretty obvious that the geological formations
do effect productions of a particular unit. Wuld you
not agree with that?

A That’s correct.




Q So, is it fair to say that whether or
not the nodeling that you use to support your theories
before this Board nay or nmay not be rel evant depended
upon the particul ar geol ogi cal formations underlying
uni t C29?

A Typically, the coals in Virginia---.
SHEA COOK: M. Chairman, | woul d object.
That’s not responsive to my question. My question

| S---.

MARK SWARTZ: Well, until he finishes his

answer, you’re not going to know 1f it’s responsive.

BUTCH LAMBERT: Well, let himfinish. He just

got out two words.

SHEA COOK: Well, he says typically. I’'m not
asking typically. I'm asking without knowing the
particul ar geographical...geol ogi cal formations under
C29, he can’t state with any degree of certainty that
t he nodeling that he has presented has any application
or is relevant or has any relationship to this...to the
conditions underlying C29. That was ny question. Then
he began wth typically, which I already know is going
of f on another route. So, |...if the Board wants himto
answer the question as he wants it, I’11 stand silent.

BUTCH LAMBERT: I’'d like for him to finish




answering the question. It nmay or may not be any
rel evant to you, but---.

SHEA COCK: Yes, sir.

BUTCH LAMBERT: ---nmaybe we can gain sone

I nformati on on his geol ogi cal background that could help
us determ ne better his know edge of the geol ogy.

SHEA COOK: That’s fair.

A W have a | ot of geol ogi cal nodels
showing the thickness and we’ve done a | ot of desorption
wor k across Virginia and the Cakwood Field and the Nora
Field. So, we don’t see a pre-distinct difference, you
know, fromone unit away to the next unit away on gas
contents and, you know, production and coal thickness.
So, we have done a lot of nodeling on different units
and different areas all across the Virginia Field. So,
you know, we do know a | ot about the geol ogy and what
kind of gas 1s there. We don’t see a distinct
difference from one unit to the next. So, we can’t, |
guess, say that it’s going to be extremely different
under these 40 acres because these two here are the
same. We Jjust don’t see that wvariability.

BUTCH LAMBERT: May | ask hima question, M.

Cook?
SHEA COOK: Yes, sir.




BUTCH LAMBERT: In your modeling that you’ve

looked at and you say “we”, is this a team of geologist
and your reservoir engineers---?

JEREMY HAYHURST: That’s correct.

BUTCH LAMBERT: ---that work together to devel op

t hese nodel s?

JEREMY HAYHURST: That’s correct.

BUTCH LAMBERT: And wor king with that group,

| ooki ng at the exhibit that we have marked Exhibit A if
you Wi Il | ook where C29 is |ocated and C29 is
proposed. .. C29A proposed, how nuch...with you limted
knowledge of geology...I think you testified that you’re
a reservoir engi neer, but you have worked with a

geol ogi st. Can you answer about how. ..w thin that

di st ance, how nuch variation woul d you expect to see in
t he geol ogy?

JEREMY HAYHURST: I wouldn’t expect to see much

at all.

BUTCH LAMBERT: Coal thicknesses would be the
same?

JEREMY HAYHURST: What di stance are you talking
about ?

BUTCH LAMBERT: The di stance between C29 and

C29A?




JEREMY HAYHURST: I wouldn’t expect there to be

much different on the thickness or gas content.

BUTCH LAMBERT: No difference. Ckay,

that’s...your testifying as a reservoir engineer? You
can tell that fromyour reservoir engineering background
and not a geol ogi st background?

JEREMY HAYHURST: That’s correct.

BUTCH LAMBERT: Thank you, M. Cook.

Q kay. Do you know the distance---7?
MARY QUI LLEN: M. Chairman, | have a

guestion---.
SHEA COOK: I’'m sorry.
MARY QUI LLEN: —before we nove on. 1In the

Cakwood Fi el d, how many units have nore than one well?
Do you know that information off the top of your head or
is it alot or a fewor a lot?

JEREMY HAYHURST: A | ot.

MARY QUI LLEN: And based on the age of the wells

I n these where there is increased density, do you
see...what kind of variation do you see in production in
t hese...within the OGakwood Fiel d?

JEREMY HAYHURST: I mean, there’s...| guess,

there’s a large variation Jjust in production across the

field in general.




MARY QUI LLEN: No, I mean, in a specific where’s

there’s increased density.

JEREMY HAYHURST: You don’t see a large

difference. You’ll see initial production rates are
pretty nmuch consistent between an original well and an
infill well. | nean, maybe thirty years down the road
you m ght see the production...the initial production
rate be | ower because the gas in that area, depending on
how cl ose you put a well to the frac asmath and what

t hat wel |l has been draining. So, it would be different
on several different factors that affect that whether
you (i naudi bl e) and how close it was and how | ong t hat
initial well has been producing.

MARY QUI LLEN: Right. Do you have any personal

knowl edge of sone of the production in sone of these
ol der wells w thout---7?

JEREMY HAYHURST: No.

MARY QUI LLEN: ---going back and | ook---7?
JEREMY HAYHURST: No.
MARY QUI LLEN: Gh, okay.

BILL HARRIS: M. Chairman, let nme sort of---.

BUTCH LAMBERT: Let ne interrupt the Board. W

kind of interrupting M. Cook in the mddle of his

testimony. So, let’s...Board lets hold our question and




| et M. Cook continue. | apologize, M. Cook.

CROSS EXAM NATI ON RESUMVES
QUESTI ONS BY MR COOK:

Q Sir, and | apol ogi ze, what was your | ast
name?

A Hayhur st .

Q kay. M. Hayhurst, you indicated that

vou don’t see a distinct difference between, I think,
and correct me if I'm wrong, the geological conditions

under|ying one well versus the other in this particular

area. |s that an accurate summary of your statenent?
A Yes.
Q Then, woul d...you would not...you would

agree that each unit, and in specific reference to
questions by Ms. Quillen, the anount of original wells
and infill wells between units in this area or this
regi on do vary?

A That’s correct.

Q And sone...sone units you may have one
wel | and sonme units you may have nore than one well and
whether or not there’s one well or many wells in a
particular unit is a function of what factors?

A Perneability.




Q Ckay.

A Gas in place.

Q What el se?

A That’s pretty much---.

Q Doesn’t the...right. And does the

economy 1impact the number of wells that you’ve placed in
a particular unit either the relationship between the
current gas prices and the cost to recover that
particul ar resource fromthat particular unit? Let ne
rephrase. Are there economc factors that are

consi dered by your conpany in determ ning whether or not

one well...nore than one well go in a particular unit?
A That’s correct.
Q Ckay. And those vary fromunit to unit?
A That’s correct.
Q Now, if you have...in Mr. Horne’s

particul ar case, do you know whet her or not...can you
testifying within a reasonabl e degree of certainty the
di fference in the recoverable tine one well in that unit
woul d make versus two wells in a particular unit using
t his nodel of sixty-five years as a planning life for a
particular well?

A I guess, I don’t understand. What are

you aski ng?




Q Well, | guess, if...in this particular
unit C29 there’s already one well in place. Do you know
what the expected life is for that particular well to

drai n or exhaust this particular unit as it is in place?

A A radius around it?
Q Yes. O the unit...the unit itself.
A It doesn’t drain the whole unit.
Q Ckay. All right. Do you know what
| npact the addition of a second well in that unit would

have on the production fromthat unit over a period of
time?

A It would actually increase the term na
decline rate slightly.

Q So, in other words---?

MARK SWARTZ: Let himfinish his answer.

SHEA COCK: He did.

MARK SWARTZ: You cut him off. I don’t know.

SHEA COOK: No, sir, he responded to the

questi on.

MARK SWARTZ: He started to respond. It would

| ncrease the termnal decline rate and you butted in
before we knew i f he was done.

BUTCH LAMBERT: Let nme ask M. Hayhurst, did you

finish your question or your answer?




JEREMY HAYHURST: No. No.
SHEA COOK: Okay.
BUTCH LAMBERT: Let’s let him finish.

A We’ve done modeling with two wells in a
unit and it showed term nal decline rates changing from
about three and a half to 4% So, a slight change.

Q Okay. So, you’d see a slight change
based upon the nodeling that you used?

A That’s correct.

Q Do you have any specific information
about this particular unit, C29?

A Not with ne today.

Q kay. So, you would not be in a
position to be able to state within a reasonabl e degree
of certainty that the nodels that you use have any
particul ar application to C29?

A Not today.

BUTCH LAMBERT: M. Hayhurst, |let nme nake sure

t hat | understood what your answer was. He asked you,
di d you have any information that you could specifically
relate to unit C29 and you said no?

JEREMY HAYHURST: No. I don’t have any

I nformation today relating to C29.

BUTCH LAMBERT: Oh, I’'m sorry. Nothing with




you, okay.
JEREMY HAYHURST: Okay.
SHEA COCOK: Those are all the questions that |

have. Thank you.

BUTCH LAMBERT: Now, are there any questions

fromthe Board? Starting wwth M. Harris.
BILL HARRIS: M. Chairnman, yeah. M. Hayhurst,

| et ne ask you, you said sonething about three and a
half to four percent. But | m ssed what that was in
relation to.

JEREMY HAYHURST: Term nal decline on a coal bed

net hane well, you see it transition froma hyperbolic to
an exponenti al decli ne.

BILL HARRI S: Ckay.

JEREMY HAYHURST: And that term nal decline rate

I s the exponential decline over...if you |look at it on a
semi log plot it’s log of rate versus time. A semi log
pl otted for exponential would be a straight |ine.
Hyperbolic would be a slight curvature. So, when it
gets exponential ---.

BILL HARRIS: In plain English...in plain

Fnglish you’re saying that this shortens the life of the
wel | ?

JEREMY HAYHURST: No. It does not shorten the




|ife of the well.

Bl LL HARRI S: It decreases it. What we’ve

always heard...let me ask it this way, what we've...I
guess what has been presented to the Board nost often is
t hat when a second well is drilled there is an
interference effect. I haven’t heard that mentioned.
But I think that’s something that you might want to
address in this...in this case. But this interference,
of course...well, I’"11 let you explain what happens.

But does effect production overall. M understanding is
t hat you get a higher production initially...for

| nst ance, over the next ten years you will get a higher
production with two wells than you would with the one
well in that same period of tinme. | guess, | understood
in nmy mnd that this shortens the life of the well. You
get hi gher productivity, but it shortens the life. So,
you get...you get nore gas out sooner than later. But |
may be incorrect in that.

JEREMY HAYHURST: It just lowers the rate that

you woul d produce in the years fifty, fifty-five or
Si xty instead of ---.

BILL HARRI S: Ckay. So, you get nore up-front

than you would later is what you’re saying. Now, what

about interference? Could you tell us about that?




JEREMY HAYHURST: Interference occurs just

depending on the time differences between if you’re
drilling an original well and an infill well.

Typically, inference is caused by your dewatering. So,

I f you can draw the pressure by producing water for a

| arger radius, you could drill that infill well wthout
having to dewater that coal and that’s why you initially
get the higher production rates for infill wells.

Bl LL HARRI S: Now, how does that affect the

original well when that second well is drilled?

JEREMY HAYHURST: Typically, the original well

| ncr eases al so.

Bl LL HARRI S: And that’s what I thought we had

been...we had received testinony in the past that
usual |y when a second well is drilled that the overal
production increases and, in fact, the first well that
came on line actually, again, from the data that we’ve
been presented shows an increase as well. I think I'm
bringing this out because if M. Horne decides not to
participate in that second well. Traditionally, what
we’ve seen is that the first well increases the output
when t hat second well cones on |ine and operates. So,
there’s actually a benefit to him...now, I don’t mean to

testify for you. But this is sort of a question, from




what | understand there is a benefit to that first well
when the second well is drilled, is that---7?

JEREMY HAYHURST: That i1s correct. That is

correct.

Bl LL HARRI' S: Thank you.

BRUCE PRATHER: I’ve got a question.
BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: These wells have to be punped to

get the water out to nmake any gas, is that correct?
JEREMY HAYHURST: That is correct.
BRUCE PRATHER: Okay. So, basically, one of the

reasons that you’re drilling the second well is to allow
better drainage of the water within this unit and if you
don’t get the water out, you get no gas. Okay, so you
drill the second well and they’re close to it. If you
get interference in this respect, it’s rather good for

t he sinple reason that you get additional water out and
you get nore gas. | assune that CNX is doing this
econom cally and that this thing is a payable entity. |
mean, I don’t know that. But the phil osophy nakes
sense. I mean, if you’re going to...I mean, you don’t
get any gas out unless you punp the water off. So, if
you get the water off and you have anot her well that

does as good of a job as the first one getting the water




off, you’re going to get nore gas. Now, if you say that
you make 200 mllion out of your second well, is that an
econom c wel | ?

JEREMY HAYHURST: Yes.

BRUCE PRATHER: Okay. But that’s basically the

way this thing works. If you don’t get the water off,
you limt the ambunt of gas that you’re going to produce
I n these wells.

BUTCH LAMBERT: So, M. Hayhurst, if | could put

this together what M. Prather and M. Harris, their
questions, the reason there’s an increase in the first
wel | by drilling a second well is because of the renoval
of the water out of the gas reservoir?

JEREMY HAYHURST: Yes, sir.

BUTCH LAMBERT: And that’s why we see the

i ncrease in the first well?

JEREMY HAYHURST: That’s correct.

BUTCH LAMBERT: And then we...then there’s the

decl ine over the next how many years? Typically...on
the exhibit there...well, we’re going to be talking
about these exhibits later. But on that exhibit, how
far out in time would you expect to start seeing the
decl i ne?

JEREMY HAYHURST: Usually in some areas we don’t




see a decline rate for after five years.

BUTCH LAMBERT: So, it’s producing and it has

| ncreased production for both wells within the first
five years and it stays at that rate?

JEREMY HAYHURST: Yes. Some don’t increase

(inaudible). It varies across the field. Sonme are two.
Sone are three. Sone go to five years where it stays
kind of flat or increases. So, there’s a variation
across our field.

BUTCH LAMBERT: How big of a variation?

JEREMY HAYHURST: From one to five years to get

to a peak rate and then stay flat. Sone stay flat for
three to five years after that.

BUTCH LAMBERT: Before you start seeing a

decl i ne?

JEREMY HAYHURST:. Before you start seeing a

decl i ne rate.

BUTCH LAMBERT: And...so, you don’t really have

any wells drilled right now to know when that decline
m ght be?
JEREMY HAYHURST: We have---.

BUTCH LAMBERT: I mean, you’re using a...you’re

usi ng a nodel ?

JEREMY HAYHURST: That’s correct. We have wells




that are fifteen years old. So, we have quite a few
that are in a decline.

BUTCH LAMBERT: But are those one well or are

they two wells in the unit or what are you basi ng that
on?

JEREMY HAYHURST: Multiple wells that are

decl i ni ng.
BUTCH LAMBERT: Multiple wells in the unit?
JEREMY HAYHURST: Well, not in the unit, but

across the field that are in a decline.

BRUCE PRATHER: M. Chair nan.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: There is a typical decline curve

for these CBMwells. Fromwhat | understand, you start
the first nonth at zero gas and as you dewater that well
over a period of maybe a year and a half or two years,
It comes up to a maxi mum peak production and then at a
point intine then it starts leveling off and nore or

| ess going on a slight decline out to whatever your
economc limt is. |Is that correct?

JEREMY HAYHURST: Generally, yes. But, we see

because we have a lot of zones that you don’t see. That
wel | peaks out and then declines. But you see it

produce flat for a significant amount of tinme after it




hits that peak and usually when you drill an infill well
you see a slight incline because of dewatering and
yvou’ re getting---.

BRUCE PRATHER Yeabh.

JEREMY HAYHURST: —and you’re getting a larger

dr ai nage area that...and then you see that original
wel | ...or that pivotal well it starts out at the sane
peak and it kind of does the sane thing even though it
didn’t have to go through that dewatering phase to hit
t hat peak.

BRUCE PRATHER: Yeah. Thank you.

BUTCH LAMBERT: Any ot her questions?

MARY QUI LLEN: | have just one question.
BUTCH LAMBERT: Ms. Quill en.
MARY QUI LLEN: When you were answering M.

Lambert’s question about the number of fields that were
fifteen years old and you did say, | just want to
clarify and make sure | understood, that these are units
t hat have nore than one well? There are sone that
have- - - ?

JEREMY HAYHURST: Sone of these are in decline

aren’t more than...some of these that you see declines
have nore than one well, yes.

MARY QUI LLEN: Ckay. Sone of them do?




JEREMY HAYHURST: Yes.

MARY QUI LLEN: Ckay. And how does that conpare

to a unit that only has one well that is of the sane
age, the fifteen year or do you have that information?

JEREMY HAYHURST: I don’t have that information

Wi th...l never researched that before | cane.
MARY QUI LLEN: Ckay. Thank you.
BUTCH LAMBERT: M. Cook brought up a point

about economics and drilling wells of time when it’s
econom cal and it is good for the conpany to do that.
Let ne ask you a question, you may or may not know the
answer. If you don’t, that’s fine. Just say that you
don’t have that information or if you don’t have...if
vou’ re not the one to answer. Why this well...or why
this unit and why this well at this tinme?

JEREMY HAYHURST: To be drill ed?

BUTCH LAMBERT: Uh- huh.

JEREMY HAYHURST: At the current gas prices,

these wells are still economic. Any infill well across
our field is still economc wth our drilling capital
and the gas prices. W still neet our threshold as a

conpany of ten percent or a better rate of return.

BUTCH LAMBERT: | think M. Cook asked you a

question about do you drill wells when it’s economical




and you said yes. So, that’s what I wanted to lead up
to. Even with today’s low gas prices, you expect to see
an i ncrease of production fromboth of these wells,

Whi ch at today’s---.

JEREMY HAYHURST: That’s correct.

BUTCH LAMBERT: ---gas prices you still neet

your rate of return.

JEREMY HAYHURST: That’s correct.

BUTCH LAMBERT: Okay. Any other questions from

t he Board?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: | just have a couple of questions.

RECRCSS EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Wth regard to the existing well that
M. Horne has participated in, if | wunderstood your
testi nony and answers to the questions that the Board
put to you, 1t’s your expectation that he would derive
nore inconme fromthe existing well if a second well is
drilled, is that correct?

A That’s correct.

Q Did | also hear you testify in response




to a question froma Board nenber that the one well wll
not fully drain this unit even over a life of sixty-five
year s?

A That’s correct.

MARK SWARTZ: That’s all I have.

SHEA COOK: I don’t have any further followup.
BUTCH LAMBERT: Any  further guestions or

di scussion fromthe Board?

SHEA COOK: | did...for the purposes of the

record, 1f I might, if there’s no further information or
if M. Swartz has no additional evidence to present, |
woul d |ike to put...have himtestify under oath too.
BUTCH LAMBERT: Absol utely, M. Cook.

SHEA COCOK: Okay.

BUTCH LAMBERT: Do you have anything further,
M. Swartz?

MARK SWARTZ: The only thing that | would direct

the Board’s attention to 1s the interest in the unit.
It’s .85 acres. 1It’s 1%. That was the only other thing
that I was going to offer. With that, I'm done.

BUTCH LAMBERT: Ckay.

MARY QUILLEN. M. Chairman, | have just one

nore question. Is...according to the information that

we have, what you’re asking 1is allowing the election




rights for M. Horne in this well. |Is that correct?

BUTCH LAMBERT: | think what | heard M. Cook

say though that you’re also contesting the drilling of]
t he second wel | .

SHEA COOK: Right. | nean, obviously---.

BUTCH LAMBERT: | nean, if the Board approves,

t hen you want to reserve the el ection options.

SHEA COCOK: Yeah. | think that woul d nake sense
to do that because if it’s inevitable that there’s going
to be an additional well placed there, he wants to be in
a position where he can make a determi nation at that
point as to whether or not it would be economcal for
him to be a participating member or not. He can’t make
the decision until the Board...really it’s not...it’s
not necessary for him to nmake the decision until this
Board determ nes whether or not an additional well is
goi ng to be in place.

MARY QUILLEN. He just wants to keep that

opti on?
SHEA COOK: Yes.

MARY QUI LLEN: Tt’s clarified. Thank you.

BUTCH LAMBERT: Go ahead. Proceed, M. Cook.

CLYDE LI NDEL HORNE




having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR COOK:

Q You’ve already been sworn?

A Yes.

Q State your nanme for the Board, please.

A G yde Li ndel Horne.

Q And are you a participating partner in
CBM C29?

A Yes.

Q And how long has C29 actually been in
pl ace?

A I'm thinking in 2005.

Q So, to your know edge, it has been

produci ng si nce 20057
A Yes.
Q Are you aware that CNX has petitioned to
t hem placing an additional well C29A in that particular
uni t?

A Yes.

Q And you have heard during the initiation
of this hearing ny recitation of the basis for your

obj ection?




A Yes.

Q And if you were to testify today, do you
| ncorporate by your testinony that the basis of the
obj ection as | stated to the Board?

A Yes.

Q Al right. Do vyou...what are your
concerns as far as your investnment as a participating
partner? \What are your concerns about the inpact on
that by the in placenent of an additional well in that
uni t?

A Well, I really haven’t received anything

fromcCc29. It’s all in escrow.

Q Because you’re a participating partner?

A Ri ght .

Q kay.

A And really I don’t know whether to
| nvest in C29A or not. Al so, the water table wth an

existing well, I have there, which I haven’t gotten any
results from

Q Al right.

BUTCH LAMBERT: Mr. Cook, I don’t think I

understood and I don’t know 1f the rest of the Board
under st ood your question and his answer.

SHEA COOK: A1l right. 1I’11l rephrase.




Q What .. .what concerns do you have as &
participating partner in the original well C29 by the in
pl acenment of this additional well? VWhat are your
concer ns?

A I Jjust don’t want to 1invest any more
noney in it at this tine.

Q Do you believe that the in placenent of

an additional well in that wunit that vyou’re not a

participating partner in wll prolong the tine that you
Wi || be able to recover any investnment fromthe original
wel | ?

A WIIl it prolong it?

Q Yeah. Do you...are you concerned that
it will prolong that before you can recover...begin

recovering funds?

A I really don’t know if I want to recover
anyt hi ng.

Q Because of the additional...additiona
wel | ?

A Ri ght .

Q Al right.

BUTCH LAMBERT: | think he testified sonething

about a water table and well.

Q Yeah. Are you concerned about the




| mpact on your water table?

A Yes, I'm concerned about that also.

Q If you could, state that...the reasons
for those concerns to the Board at this tine?

A Vell C29 was drilled and they did &
water testing on ny water well and it showed negative.
All right, they cone back and done testing on C29A and
It showed positive for a Coliform or whatever. | asked
David Porter yesterday to fax ne a copy and concerns on
ny well. | asked himif it was safe to drink and use.
He said he didn’t know if was or not. He couldn’t tell
nme. He would have to get with CNX before he could fax
ne a copy of my contamnation and ny well. [|If he would
do that, the way | look at it, another well is just
going to be nore contamnation in ny existing water
wel | .

BUTCH LAMBERT: And, M. Horne, what did you say

was the contam nation? What did your results of the
wel | show?
CLYDE LINDEL HORNE: It showed positive for

Coliform, but he can’t tell me what type of bacteria or
anything of that nature. He said he wasn’t allowed to
reveal that at this tine.

BUTCH LAMBERT: Anything further, M. Cook?




SHEA COOK: That’s all that I have.

BUTCH LAMBERT: Ckay. Any questions from the

Boar d?

BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER You may not want to answer this
question. The investment that you’re presently in in

your first two wells, are these econom cal investnents
for you?

BUTCH LAMBERT: I haven’t received anything.

BRUCE PRATHER: Not hi ng?

MARK SWARTZ: TIt’s in escrow.

BRUCE PRATHER: Oh, it’s in escrow?

MARY QUI LLEN: Oh.

BRUCE PRATHER: Well, I’'11l ask you the question.

Is his interest an economc interest to hinf | nean,
woul d these wells be economc...in other words, he
invested his money. If there’s not an economic interest

to it, then he would just turn down the second well.

SHEA COK: If | could...wth all due respect,

I f you could clarify when you say economc interest. |If
you could clarify what you nean by that.

BRUCE PRATHER: I'm talking...I’'m talking about

a well that wll say your initial investnment back in




four or five years and give you naybe up to a 8% to 109
return on your investnent.

SHEA COCK: I’d be interested in that response

t 00.

MARK SWARTZ: Well, his investnent in this well
at 1% woul d be $3, 200.

BRUCE PRATHER: Ri ght.

MARK SWARTZ: Ckay. And the question that he

needs to answer based on what he has heard today fron
our witness is that given current gas prices and given
their estimates with regard to production, they think
that this is a sound investnent at a 10% rate of return
threshold. I mean, you know, it can’t...they may be
right or they may be wong. But economcally, given the
assumptions that they’ve shared with you, they think
this nmakes sense for their conpany. Wether or not this
Makes...I don’t know what Mr. Horne’s expectations are.
He m ght be happy with 5% He mght not. He m ght want
20%. I mean, he...you know, it’s an investment decision
do he spend $3,200 and what are his expectations, you
know. The other problem which I don’t know the answer,
you know, what is the tinme value of noney with regard to
the money that’s 1in escrow. We know 1it’s returning a

very negligible anmount of noney on annual basis. I




mean, does that impact on your desire to invest, I don’t
know. So---.

BRUCE PRATHER: Well, all I’'m asking you is 1if]

it’s a...if it’s a good investment, then he has got a
decision to make. If it’s not a good investment, then
his decision 1s obvious and that 1s that he won’t
partici pate.

MARK SWARTZ: I can’t make that for him |

nean, all | can say is that CNX is prepared to spend
$320,000 to drill this well based on the assunptions
that they just shared with the Board because they think
It makes economc sense for them at a 10% rate of
return. You know, that’s their opinion. You know, it’s
not as risky as going to Vegas. But, vyou know, it’s
certainly not a guarantee. He needs to, you know, sort
of factor in his expectations and his desires and his
Intentions with regard to investnent. Does he want to
put $3,200 in this well? I don’t know how to answer
t hat question other than to repeat what | just told you.

BRUCE PRATHER: Well, he’s the one that’s going

to have to nmake that decision.

MARK SWARTZ: Ri ght.

BRUCE PRATHER: So, it’s up to him.

BILL HARRIS: Let ne followp on that though.




Money is in escrow as we speak. Is there anyway of
knowi ng what that anount is? | nean, | guess, he wants
to know if he has invested noney al ready---.

BUTCH LAMBERT: M. Harris, we can give you that

| nformation right now, | think.

DAVI D ASBURY:: V. Chai r man, as of

February...the end of February, 2011 wunit C29 has
$7,794.40 in escrow for all parties.

BUTCH LAMBERT: For all parties?

DAVI D ASBURY: For all parties.
SHARON PI GEON: WMark, the Exhibit E that you

gave us also indicates that escrow was due to a title
conflict. So, 1it’s not Just about your investment
return here.

MARK SWARTZ: Ri ght. W have a title opinion

that sets forth that conflict. M. Cook and his client
disagree. But, vyou know, we can’t resolve that. I
nean. ..and that woul d be another...you know, to get back
to your question...of course, he gets his...l nean,
let’s...you know, let’s sort of look at this. I mean,
he woul d get his participation noney back if he lost the
title issue. So, it’s not like that money IS gone. But
it’s not going to come back at a rate of return that’s

probably going to be exciting.




BRUCE PRATHER: O course, there are witeoffs

t hat you could...that he would have benefit to by being
Iin a working interest plus the depletion anmounts.

MARK SWARTZ: O course, the depletion anbunts

is pretty minimal. You know, at best it’s 15%.
BRUCE PRATHER: Okay.
MARK SWARTZ: It depends on your tax bracket. |

mean, it...yeah, I know what you’re saying, but unless
vou’re a cost...entitled to a...of course, if he was in
the unit, he would have a cost...but he would only
have...you know, his cost base would be $3, 200. So,
it’s not...that probably is not going to be an outcome
determ native factor for sonmeone in his position. I
don’t know.

BUTCH LAMBERT: Any further questions from the

Boar d?

(No audi bl e response.)

BUTCH LAMBERT: M. Swartz, do you have anyt hing
further?

MARK SWARTZ: No, | do not.

BUTCH LAMBERT: M. Cook, do you have anything
further?

SHEA COCK: Just by way of summary, obviously,

we rely and rest upon on the basis contained in the




witten objection of the letter dated August the 23,
2010. The evidence that has been presented by CNX today
I n support of the petition, we would suggest...| would
suggest to this Board that it does not support a
positive determnation in the addition of the well. I
woul d state because the justifications for t he
additional well and specifically CNX’s position that
this additional well would have a negligible if not
positive inpact on the current well that M. Horne is a
participating nenber is based upon a nodel. | t
Is...from our prospective based upon speculation and
conclusions by CNX that what they see in these nodels
would have the same effect with regard to Mr. Horne’s
well. That’s not a basis for this Board to be able to
make a determnation on it. Moreover, there has not
been any evidence or information presented to the Board
as to how the additional well in this particular unit
and the maxim zing of output in this particular unit at
a time of historically low gas prices is in anyway in
furthest of consistent with the best interest of the
Commonweal th or one of the primary basis of the 1992 QG|
and Gas Act was conservation of a finite nature
resources and the gas contained in this particular unit

as in all units is finite. VWile it my be...there may




be an econom c decision by CNX that 10% is an adequate
rate of return for them, from the Commonwealth’s
standpoint and for the counties and these particular
areas, it doesn’t make sense to be paid on the cheap now
when in all I|ikelihood prices wll increase over a
period of time especially in light of what’s going on in
Japan and, you know, we...| think that the gas industry
as a whole believes that over tine the rate of gas
prices wll increase over time. That’s what their
business is. So, in addition to that, this hearing has
| eft ne with the view that M. Horne has no basis upon
which to make a knowi ng decision or a know ng el ection
as to whether or not it’s in his interest to be a
participating nmenber of this unit or not. The evidence
presented by CNX is candid in that their not in a
position to be able to even to respond as to whether or
not it would be an economc...it would be in the best
I nterest from an econom c standpoint based upon the
defi nition that’s provided by Mr. Prather as to whether
or not this particular additional well would even neet
that criteria. So, we woul d suggest that not being able
to be able to make a knowi ng decision as a result of the
I nformation provi ded in t he cont ext of this

adm ni strative proceeding in and of itself constitutes a




due process violation under the circunstances of this
case. So, | would ask based upon these factors to deny
the request to allow the additional well in C29.

BRUCE PRATHER: M. Chairman, | ’ve got one more

question to ask M. Horne.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: You’re referring to the...maybe

the possibility that your water table or your water well
may be contami nated by this new well. How far away is
your water well fromthis new | ocation?

CLYDE LINDEL HORNE: The new | ocation? The

first well is about 200 feet or 250. So, | would say
t he ot her one is about what 900 feet.
BRUCE PRATHER: The older well is between your

wel | and the new wel | ?

CLYDE LINDEL HORNE: Yeah. See, they drilled

the well |less than 750 feet. That was the controversy
to begin wth. It was |less than what...just a flat
table it’s probably 250 feet and then the other one is
what - - - .

BRUCE PRATHER: Oh, vyou’re talking about the

terrain keeping...you’ve got el evation.

CLYDE LINDEL HORNE: As the crow flies, 1it’s

about 250 feet. The other one is what 700 feet or 900




feet, wouldn’t it, 800 or 9002

BRUCE PRATHER: Well, I’11 say this much. The

nost contam nation that you would get would be from the
first well that they drilled. Since you’re further away
from it now, the possibility of getting additional
contam nations is probably pretty renote. | mean,
that’s just me.

CLYDE LINDEL HORNE: Well, wouldn’t the fracing

and the breaking connect with the other wel|?

BRUCE PRATHER: Fracing is not going to get up

into the...if it gets up there these people have | ost
t heir investnent. | f your cenent gives and the water
comes back up to the surface into your pit off one of
these frac jobs, they’ve lost $40,000. So, they’re not
going to intentionally punp into your water.

CLYDE LINDEL HORNE: Well, I didn’t think they

woul d intentionally contaminate ny water to begin wth,
but I think it’s contaminated.

BRUCE PRATHER: Okay. But like I'm saying, 1if]

you’ re further away, the degree of contam nation would
be less in this new well than it was in your original
well, if that’s the fact.

MARK SWARTZ: The houses are actually on the nmap

and they’re to the northwest of the first well. The




second well is in the southeast corner. So, it’s...I
assunme you have the plat.

BRUCE PRATHER: Yeah. We’re looking at it.

BUTCH LAMBERT: Which one of those houses is

from--?

MARK SWARTZ: | think he lives on Tract 4, |

t hi nk.
CLYDE LINDEL HORNE: Yeah, that’s the tract.

Yeah. Right there is where the well is.

SHEA COOK: That’s accurate. The well 1is

| ocated there beside his house in Tract 4. Just to
clarify the distance between C29 and C29A is
approximately 700 feet. That’s based upon his estimate.
That may not be exactly correct. If it’s not, Mr.
Swartz I’'m sure will clarify that. But we’re not
talking about, you know, you’ve got a well on one corner
of the unit and they’re asking to put a well on another
end of the unit. You’ve got two relatively close wells.
In our view, that’s simply reinforces our argument that
this is a duplicative and cunulative well that would
Serve no econom c pur pose.

MARY QUI LLEN: M. Lanbert.

BUTCH LAMBERT: Ms. Quill en.

MARY QUILLEN. | just want to clarify this.




This petition is asking for...to allow election rights
for Mr. Horne in this. It has...I mean, there’s nothing
in this petition regarding the location or the approval
of C29A. This petition is just to allow election
rights. |Is that correct?

BUTCH LAMBERT: No, that’s not correct, Ms.

Qui | | en. The description that you have in your docket
for nunmber twelve...if you wll |ook at the notice of
hearing in the application and if you wll look at A in
t hat notice of hearing, on the first page.

MARY QUI LLEN: Unh-huh. Okay.

BUTCH LAMBERT: Back one page under A
MARY QUI LLEN: Ckay.

MARK SWARTZ: I thought that’s what she said,

M. Chai r man. ... l---.

MARY QUILLEN: Yeah, that’s what I thought I

sai d too.

BUTCH LAMBERT: Oh, is that what you said? I’m

Sorry.

MARK SWARTZ: I'm sorry, but I didn’t think

t here was a disconnect at all. But, you know --.

MARY QUI LLEN: Thank you.

MARK SWARTZ: I’'m trying to help here.

BUTCH LAMBERT: I'm sorry, Ms. Quillen.




MARY QUI LLEN: Okay. Thank you.

MARK SWARTZ: Yes.
BUTCH LAMBERT: M. Asbury.

DAVID ASBURY: A question about the distance

from Mr. Horne’s residence to the water well. Based on
t he mappi ng that we have, it looks as if C9 is 550 feet
from the well and the proposed C29A well wll be
1150...1140 feet fromthe---.

BUTCH LAMBERT: I think that’s more accurate

than the testinony that we heard. I think we heard
sonmeone testify that C29 was besi de your house.

CLYDE LI NDEL HORNE: Oh, it’s straight across up

on...on the point there. But that well...ny water
well...did you say 500 feet?
DAVI D ASBURY: It is close...if your well is at

your residence. How far is your well---7?

CLYDE LINDEL HORNE: No, the well is down

by...out by the residence there.

DAVI D ASBURY: I don’t have any way of knowing

t hat .
BUTCH LAMBERT: Okay.

CLYDE LI NDEL HORNE: Like I said, it’s about 250

to 300 feet. You know, just a straight...straight |ine.

DAVI D ASBURY: Ckay.




BUTCH LAMBERT: Any further questions from the

Board or di scussions?
(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion to allow for

t he second coal bed nethane well to be drilled in unit
C29?
(No audi bl e response.)

BUTCH LAMBERT: Is there need for further

di scussi on?

BRUCE PRATHER: M. Chair nan.

BUTCH LAMBERT: | hear sone things going on---.

BRUCE PRATHER: The thing that bothers ne a

little bit about this is the fact that if there was
wat er contam nation, and the gentlenen says there was in
his in his initial well...after the initial well was
drilled, that gives ne sone problens. Oher than that,
| have no problens with permtting this well.

BUTCH LAMBERT: Let ne ask one nore question M.

Horne before | call for another vote. Did you say that
you have received the results fromyour first well?

CLYDE LINDEL HORNE: I’ve got the reports here.

They cane and took a sanple here prior to this one. He

said, well, he lost it and he cane back. Then he cane

and took another sample. Which they’ve...I guess it was




this one that cane back positive. Wll, | called about
it and they took another sanple and they resanpled it.
But he won’t send it to me. He said he had to get
perm ssion from CNX before he would send it to ne.

BUTCH LAMBERT: That’s understandable. That’s

usually the way it works because CNX is paying for it
and they have the right to share it or not. But---.

CLYDE LI NDEL HORNE: Well, | asked him..| asked

him if ny water was safe to drink and he said he
couldn’t tell me that. I mean, that leaves you 1in a
di | emma.

BUTCH LAMBERT: Okay. So, you don’t know the

results of the second sanple. W took that sanple?
CLYDE LI NDEL HORNE: EM .
BUTCH LAMBERT: EM .

CLYDE LINDEL HORNE: I’ve got the samples here

I f you want to | ook. | nean---.
BUTCH LAMBERT: Ckay.
SHEA COCOK: Do you all want to see the results?

BUTCH LAMBERT: That’s not necessary. No. Mr.

Prather, would you entertain a notion on waiting until
we get the results...the second results or present it to
t he Board?

BRUCE PRATHER: | wuld feel npbre secure in




maki ng a decision at that point in tine.

BUTCH LAMBERT: And not...l mght just to nake

sure. Wat did the first sanple reveal was the cause of
cont am nation, M. Horne?

CLYDE LI NDEL HORNE: The...it just says negative

on the first---.

SHEA COOK: They did one in 200...did you say

20037
CLYDE LI NDEL HORNE: Right. Prior to C29.

SHEA COCK: It was negati ve.
BUTCH LAMBERT: M. Asbury, do you know when the

wel | was drill ed?
DAVI D ASBURY: | can determ ne that shortly.
BUTCH LAMBERT: Ckay.
CLYDE LI NDEL HORNE: But there’s other test that

have been done that showed that ny well was negative.

But - - - .
SHEA COOK: In 2010, it did show Coliformin it.
BRUCE PRATHER: A lot of those test that you’re
| ooking at it will depend on when you took the test. In

ot her words, if you take the test when the water table
s way down, you may get the Coliform that he talked
about. |If you take the test when the water table is up

and it probably will be the other way. I mean, that’s




j ust the way things are done.

CLYDE LINDEL HORNE: A1l I know 1is it’s a

drilled well that has never been dry.

BRUCE PRATHER: Yeah. Well, I mean, all I’m

sayi ng, you know, your water table does go down in the

fall and then it’s recharged and it comes back up.

BUTCH LAMBERT: M. Asbury.

BRUCE PRATHER: It all depends really when it is

t aken, the percentage.
CLYDE LI NDEL HORNE: What ?
BRUCE PRATHER: The percentage of Coliform wll

be different dependi ng on when you take it...your test.

BUTCH LAMBERT: M. Asbury, do you have that

dat e?

DAVI D ASBURY: Yes, sir, | do. Qur records show

that the well was conpleted June the 23rd, 2004.
BUTCH LAMBERT: 2004, okay. Did they...did they

sanpl e your well in anticipation of drilling that well?
CLYDE LI NDEL HORNE: Prior to drilling, yes.
BUTCH LAMBERT: Okay.

SHEA COCK: This is by the sanme conpany.
BUTCH LAMBERT: I n 2003?
SHEA COOK: Yeabh. It was actually Novenber of

2003.




BUTCH LAMBERT: Ckay.

CLYDE LINDEL HORNE: There’s more samples than

what | have.

BUTCH LAMBERT: So, Mr. Prather, again, I’1ll ask

the question, would you be...would vyou feel nore
confortabl e to postpone this docket itemuntil we...this
Board receives the results of...the second results of

the nonitoring fromhis well?

BRUCE PRATHER: | would feel nore confortable
with it, M. Chairnan. | nean, if the other Board
members are in consensus with me. I mean, I don’t want

to---.

BUTCH LAMBERT: Well, I’11 call for a...I’'1l1

call for a vote, if you’ll make that in the form of a
not i on.

BRUCE PRATHER: Okay. | make a notion that

pending the arrival new water tests on Mr. Horne’s water
wel |l that we not do anything on this project at this
time and wait until we get that information, 1f it’s
avai l able. | nean, the other thing is it avail able?

MARK SWARTZ: We didn’t bring the permit file.

BRUCE PRATHER: No. But would it be avail abl e

to the Board?

MARK SWARTZ: It would be in our permt file.




BRUCE PRATHER Ckay.

BUTCH LAMBERT: It should be in the permt file,.

BRUCE PRATHER: Okay. I mean, if 1it’s not

avail able, nmy notion is irrelevant.

BUTCH LAMBERT: Well, if the test has been done,

your notion woul d---.

BRUCE PRATHER: Yeabh.

BUTCH LAMBERT: ---still be relevant pending

they submt the results of the well.

BRUCE PRATHER: Yeah. Ckay. So, | have &

not i on. Do | have a second?

MARY QUI LLEN: Second.

BUTCH LAMBERT: | have a notion and a second.

Al those in favor, signify by saying yes.

(Al nmenbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT: QOpposed, no.

KATI E DYE: I’'11 abstain.
BUTCH LAMBERT: One abstention, Ms. Dye.

DAVI D ASBURY: M. Chairman, is there a date to

t hat post ponenent ?

BUTCH LAMBERT: I'm getting ready to ask Mr.

Swartz if...what date would you expect that we could

have this back on the docket, for next nonth?




MARK SWARTZ: I’'m thinking that we could have it

next nont h.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: | nean, we’ve already got the
data. It’s Jjust locating it. I would also observe
that...I know you can’t really overcome a vote, but, you

know, 1f there’s a problem with the well water and if]
there’s a contention that it was caused by a coalbed
net hane well or a gas well, you know, sonebody needs to
go to M. Asbury about that and not the Board. I
understand your motion. I'm not arguing with that.
We’ 11 be back here next month. But, you know, if that’s
a complaint, that’s where you go with it and, you know,
we’ll deal with it in that---.

BUTCH LAMBERT: You’re absolutely correct, Mr.

Swartz, and | totally agree with you once the Board
receives the results.

MARK SWARTZ: | wunder st and.

BUTCH LAMBERT: If that shows up, then that wl|

be an action that M. Asbury will have to address. So,
we can continue this until April.

MARK SWARTZ: That woul d be great.

SHEA COOK: What is that date?
BUTCH LAMBERT: April...T don'’t have  my




cal endar .
SHARON PI GEON: The third Tuesday.
JI M KAl SER. The 19t h.
BUTCH LAMBERT: The 19t h.
DAVI D ASBURY: Correct.
BUTCH LAMBERT: Thank you, folks
SHEA COOK: M. Lanbert, thank you for taking ne

for taking ne out order. Thank you, M. Swartz.
MARK SWARTZ: No probl em
BUTCH LAMBERT: Calling docket item nunber two,

a petition from CNX Gas Conpany, LLC for disbursenent of
funds from escrow and the authorization of direct
paynment of royalties for wunit AZ-110, docket nunber
\VGOB- 02- 0917-1070- 03. Al parties wishing to testify,
pl ease cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:




ri ght?

Q

A

Q

A

> O > O

O

di sbur senment,

o > O »

> O > O > O

Anita, you’re still under oath?
Yes.

Wul d you state your nanme, again?
Anita Duty.

Who do you work for?

CNX Land Resources.

And what do you do for themin relation

t hat pertains to this disbursenent request?

| have prepared the petition and nmake

sure the accounts are in order.

And did you receive information fromthe

DGO to assist you in preparing this application?

Yes.

You got a bal ance, correct?
| did.

As of, | think, 12/31/107?
Yes.

Ckay. This is a request for a partia

correct?

It is.
It pertains drilling unit AZ-1107?
Yes.

And it pertains to Tracts 1IN and 2A,




A Yes.
Q Dd you...and this disbursenent request

| s predi cated upon a royalty split agreenent, correct?

A It is.

Q Have you seen that agreenent?

A | have.

Q And is it a 50/50 agreenent?

A Yes.

Q And consistent wth that agreenent, have

you prepared an Exhibit A-1, which is a disbursenent
cal cul ati on?

A Yes.

Q And you show as of 12/31/2010 a tota
anount in the escrow of what?

A $54, 122. 20.

Q And if we | ook at the anpbunts as of that
date that would be disbursed, obviously...it’s obvious
there’s a substantial amount of money going to be left

i n the account ?

A Yes.

Q So, it needs to be nmintai ned?

A It does.

Q Wo are the people that are...strike

that. In Tract 1M who are the people that are going to




recei ve di sbursenents?

A Buck Horn Coal Conpany and Maggie Lee
Dye.

Q And for each of them what percentage
shoul d the escrow agent use in making the di sbursenent?

A 14. 3667%

Q kay. And t hat woul d be. .. that
percentage would be applied to the balance at the tine
t he di sbursenment is nmade?

A Yes.

Q And then wth regard to Tract 2A,
what . ..who are the people that would receive the
di sbursement and what percentages should the escrow
agent use?

A Buck Horn Coal Conpany and Maggie Lee
Dye and they shoul d each receive 31.2061%

Q Ckay. The well contributing to this
escrow account is what well?

A AZ-110.

Q Ckay. And are you requesting that the
Board allow the operating to pay these folks directly so
that future noney does not get into the escrow account
and need to be accounted for, correct?

A Yes.




Q Have you prepared revised Exhibits E and
EE, which would pertain if this application for
di sbursenment i s approved?

A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT:. Questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: Anything further?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie
Dye. )

BUTCH LAMBERT: QOpposed, no.

KATI E DYE: I’11 abstain.
BUTCH LAMBERT: One abstention, Ms. Dye.

Calling item nunber three on the docket, the Board w ||

consider a petition from CNX Gas Conpany, LLC for




di sbur senment of funds from escrow and the authorization
of direct paynent of royalties fromunit AY-100, docket
nunber VGOB-02-1217-1104-01. Al parties wshing to

testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.
BUTCH LAMBERT: You may proceed, M. Swartz.

ANI TA DUTY

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane for
us, again.

A Anita Duty.

Q You’re still under oath?

A Yes.

Q Who do you work for?

A CNX Land Resources.

Q And with regard to this mscellaneous

petition, what duties did you have?

A To prepare the petition and to nmake sure

t he accounts are in order.

Q Is this...is this petition based on a




royalty split agreenent?

di shur senent ?
A Yes.

Q So, the escrow account

made?

A. It woul d.

A Yes.

Q And have you seen it?

A | have.

Q Is it a 50/50 agreenent?

A Yes. These are actually deeds.

Q They’ re deeds?

A Yeah, I’'m sorry.

Q Are...is the net effect of these deeds 4
50/ 50 split?

A It is.

Q Okay. And we’re talking here about unit
AY- 1007

A Yes.

Q And we’re talking about two Tracts 1A
and 1C?

A Yes.

Q W are t al ki ng about a partia

mai nt ai ned for AY-100 even after these disbursenents are

woul d need to be




Q If we go to the last page of the
petition for disbursement, vyou’ve got an Exhibit A-1
agai n, correct?

A Yes.

Q And vyou’ve made a calculation as of a
date and what is that date?

A Decenber the 31st, 2010.

Q And the $86,973.42 balance, where did
t hat conme fronf

A I nformation provided by David Asbury’s
of fi ce.

Q And essentially David Asbury’s office

was...or the DGO was giving you the bank bal ance as of

t hat date?
A Yes.
Q The...with regard to Tract 1A, who are

the people that the escrow agent should disburse to if
this application is approved and what percentages shoul d
t he escrow agent use?

A Harri son-Watt, LLC should get a total
of 31.8051% Beatrice MCorm ck 1.3439% Betty Fletcher
1.3439% Chester Sanders, Dave Sanders and Nornman
Sanders should each receive 9.4071% and Jerry Sanders
0. 8959%




Q And wth regard to Tract 1C and the
di sbursenents that this application request, who would
receive the disbursenents and what percentages shoul d
t he escrow agent use?
A Harrison-Watt, LLC a total of 0.8211%
Vsl ey Hatfield 0.0081% Judy Rollings 0.0081% and Harry
Hatfield 0.0081% Velvie Feleno 0.0308% David and Patty
Price 0.0283% and CNX Gas Conpany 0. 7095%

Q kay. And when the escrow agent nakes
t hese disbursenents, if this application is approved,
t hey shoul d apply those percentages to the then bal ance

on deposit, correct?

A Yes.

Q The well that’s contributing to this
escr ow?

A AY-100.

Q Ckay. And are you also asking that the

Board allow the operator to pay these fol ks that would
be receiving these disbursenents directly so as to not
deposit additional funds into escrow?

A Yes.

Q Have you provided the Board with revised
Exhibit E and a revised split agreenent exhibit as well?

A Yes.




MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Any questions fromthe Board?

BRUCE PRATHER: 1I’'ve got a question, Mr.

Chai r man.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER. On t he nunber of people you said

that are involved in this disbursement, I didn’t notice
that you said that WIliam Constine Heirs. Are
they...are they part of the Harrison-Watt?

ANI TA DUTY: No, they’re the individuals that

are |isted on Tract 1C.

BRUCE PRATHER: Okay. What percentage are they?

ANl TA DUTY: There’s a...it’s on the Exhibit

A- 1
SHARON PI GEON: That’s the breakout under that.
BRUCE PRATHER Oh, okay. Ckay.
MARK SWARTZ: Well, actually the total would
equal the .8211 though. | nean, it would balance...it

woul d of fset that.

BUTCH LAMBERT: Ms. Duty, you said that this was

As a result of deeds, the reason for this disbursenent.

ANI TA DUTY: Yes. Actually deeds of CBMclaim

BUTCH LAMBERT: Is that both in Tracts 1A and

1C?




ANI TA DUTY: Yes.

BUTCH LAMBERT: Okay. Any further questions

fromthe Board?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: I’'11 abstain.
BUTCH LAMBERT: One abstenti on, M s. Dye.

Calling item four on the docket, a petition from CNX Gas
Conpany, LLC for disbursenent of funds from escrow and
the authorization of direct paynent of royalties for
unit AZ-99, docket nunber VGOB-04-0120-1250-02. Al

parties wi shing to testify, please cone forward.




MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: Ladies and gentlenen, | need to

ask you please refrain from your talKking. If you do
need to have discussions, please take it outside. Qur
recorder is picking up your conversations. You nmay

proceed, M. Swartz.

ANI TA DUTY

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane for
us again.

A Anita Duty.

Q You’re still under oath?

A Yes.

Q And who do you work for?

A CNX Land Resources.

Q And wth regard to this application
pertaining to AZ-99, what were your duties?

A I’ve prepared the petition to make sure
t he accounts are in order.

Q Ckay. This is a disbursenent request




Wi th regard to Tract 1B, is that correct?

A Yes.

Q And it’s a partial disbursement?

A It is.

Q So, the escrow account would need to be

mai ntai ned even if this was approved?
A Yes.

Q Is this split...is this petition based
on a royalty split agreenent?
A Yes, like the previous. They’ re
actual | y deeds agai n.
Q Okay. So, vyou’ve actually seen the

deeds that caused these parties to reach an agreenent

her e?

A Yes.

Q And do those deeds provide for a 50/50
split?

A It does.

Q And have you nmade that sort of a

provi sion a 50/50 provision in your Exhibit A-1?

A Yes.

Q Your Exhibit A-1 is done as of what
dat e?

A Decenmber the 31st, 2010.




Q And the $15,752.79 balance canme fron
wher e?

A It was provided by Mr. Asbury’s office.
Q And that would have been a copy
presumably of a 12/31 bank statenent?

A Yes.

Q Ckay. And who are the fol ks that would
be receiving disbursenents if this application were
approved from Tract 1B and what percentages should the
escrow agent be using?

A Harrison-Watt, LLC 6.1728% Beatrice
McCorm ck 3.7037% and Jerry Sanders 2.4691%

Q The escrow agent should apply those
percentages to the balance on deposit at the tinme the
di sbursenments are nade?

A Yes.

Q And are you al so requesting as operator
the right to pay these people directly in the future?

A Yes.

Q And the well that contributes to this
escrow account is?

A AZ-99.

MARK SWARTZ: That’s all I have, Mr...oh, I take

t hat back.




Q Have you prepared a revised Exhibit BH
and a revised Exhibit EE to reflect the di sbursement?
A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes, Katie Dye.)
BUTCH LAMBERT: Opposed, no.

KATI E DYE: I’'11 abstain.
BUTCH LAMBERT: One abstention, Ms. Dye. Thank

you, Mr. Swartz. It’s approved. Calling item number
five on the docket. It’s a petition from CNX Gas
Conpany, LLC for disbursenent of funds from escrow and
the authorization of direct paynment of royalties fron
unit Q 41, docket nunber VGOB-93-0216-0327-04. Al |

parties wishing to testify, please cone forward.




MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

ANI TA DUTY

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Anita, state your nane for us.
Anita Duty.

You’re still under oath, right?
Yes.

Who do you work for?

CNX Land Resources.

O > O >» O > O

And with regard to this petition, what
were your responsibilities?
A To prepare the petition and to nmake sure
t hese accounts were in order.
Q Thi s S a di sbur senent request
pertaining to unit Q41, is that correct?
A Yes.
Q And it pertains to Tract 47
A Yes.
Q

And it’s a partial disbursement?




A It is.

Q So, the escrow account would need to be
mai nt ai ned even after these di sbursenents are made?

A Yes.

Q Is this disbursenent request based on
some writings?
A It is.
Q Is this a split agreenent or a deed
agreement ?
A A split agreenent.
Q kay. Have you actually seen that

agreement ?

A | have.

Q And does it provide for a 50/50 split?

A It does.

Q And is that how you have prepared

Exhi bit A-17?

A Yes.

Q Turning to Exhibit A-1, there is a tota
on deposit as of what date?
A Novenber the 30th, 2010.
Q And that total of $44,440.15 cane fron
wher e?

A Information provided by Mr. Asbury’s




of fi ce.

Q kay. And, again, that information

woul d have been a bank statenent as of the date stated?
A Yes.
Q Ckay. Who shoul d receive t he
di sbursenments wth regard to Tract 4 and what
percentages should the escrow agent use when those
di sbursements are nmade?

A Janmes MQ@ire Land Trust 13.7265% and
Li nda Eskridge 13.7265%

Q And those percentages should be used by
t he escrow agent and applied to the total on deposit at
the tine the di sbursenents are nade?

A Yes.

Q And are you also as operator requesting
an ability to pay these people directly and not escrow
further noneys for then?

A Yes.

Q And the wells that contribute to this
escrow account are?

A 241 and 405.

MARK SWARTZ: That’s all I have. I forgot

agai n.

Q You’ve also provided the Board with




revi sed Exhibits E and EE, correct?
A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie

Dye. )

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: I’11 abstain.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank
vou, Mr. Swartz. It’s approved. Calling docket item

nunber six, a petition from CNX Gas Conpany, LLC for
di sbursenment of funds from escrow and the authorization
of direct paynent of royalties for unit P-41, docket
nunber VGOB- 93-0216- 0329- 04. Al parties wshing to

testify, please cone forward.




MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

ANI TA DUTY

having been duly sworn, was examned and testified as

fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR, SWARTZ:

Q State your nanme for us, please.

A Anita Duty.

Q You’re still under oath?

A Yes.

Q Who do you work for?

A CNX Land Resources.

Q And your duties wth regard to this

petition were what?
A To prepare the petition and nake sure
t he accounts were in order.
Q It |looks |ike we have exactly the sane
people that we had in the last itemwith regard to Q 41,
correct?

A Ve did.

Q So, then | can assune we had a witten
split agreenent?

A Yes.




Q 50/ 50?
A Yes.
Q And if we’ll go to Exhibit A-1, we've

got a total amount in escrow of $77,565.76, correct?

A Yes.

Q As of what date?

A Novenber the 30th, 2002.

Q And where did that nunber cone fronf

A First Bank & Trust, which was provided

by David Asbury’s office.
Q kay. And IS this a parti al
di sbur senment ?

A It is.

Q So, the escrow account will need to be
mai nt ai ned?

A Yes.

Q And what percentages should the escrow
agent use in nmaking the disbursenent and who should
receive it?

A Janmes MQ@ire Land Trust 17.1714% and
Li nda Eskridge 17.1714%

Q And those percentages should be applied
to the bal ance on hand at the tinme the paynent is made?

A Yes.




Q And ware you al so as operator requesting
an ability to pay these people directly in the future?
A Yes.
Q And the well that contributed to this
escrow account was?

A 401.

Q And have you provided the Board wth
revi sed Exhibits E and EE?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: AlIl those in favor, signify by

sayi ng aye.

(Al'l menbers signify by saying aye, Katie Dye.)
BUTCH LAMBERT: QOpposed, no.

KATIE DYE: 1’11 abstain.

BUTCH LAMBERT: | tried to confuse you that




tinme. One abstention, Ms. Dye. Thank you, M. Swartz.

It’s approved. I'm Jjust making sure you was awake.
We’re going to take about a ten minute recess. We’ll be
back at 10: 30.

(Break.)

BUTCH LAMBERT: We’re calling item seven on the

docket, a petition from CNX Gas Conpany, LLC for
di sbursenent of funds from escrow for unit V-36, docket
nunber VGOB- 98- 0324- 0638- 05. Al parties wshing to
testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

JEN SHAVER Jen Shaver and Wnifred Gsborne

M. Chairman, M. Osborne would be requesting at this
tine for this matter to be continued due to pending
litigation in Grcuit Court.

BUCK BRITTON: I'm Buck Britton and Charlie

G een for Hurt McQuire.
BUTCH LAMBERT: Coul d we get another chair?

MARK SWARTZ: Sure. We’ve got one.

BUTCH LAMBERT: Sir, could you please state your

name agai n?
BUCK BRI TTON: Buck Britton.
BUTCH LAMBERT: Britton?

(No audi bl e response.)




BUTCH LAMBERT: And M. G een?
CHARLI E GREEN: Charlie G een.
BUTCH LAMBERT: Charli e.

MARK SWARTZ: Mr. Chairman, while you’re add 1it,

could you call V-37 so that we could double our noney
her e?

BUTCH LAMBERT: | was going to ask if we could

do that. Absolutely. We’re also calling docket item
nunber eight, a petition from CNX Gas Conpany, LLC for
di sbursement of funds from escrow for unit V-37,
VGO, . . docket nunmber VGOB- 98-0324- 0639-02. Now,  Ms.
Shaver, you had an objection, | understand.

JEN SHAVER: Yes, M. Chairnman. On behal f of

Mr. Osborne, we’re just asking that docket items seven
and ei ght be continued due to litigation that has been
filed in relation to these matters. We don’t believe
that it would be appropriate to disburse funds at this
time due to the litigation.

BUTCH LAMBERT: You’re---.

SHARON PI GEON: Conti nued until when?

JEN SHAVER: Unti | the resolution of t he
| itigation.
BUTCH LAMBERT: | think that this Board woul d

| i ke to hear...since the other party is here, this Board




would like to hear the argunents from both sides and
then we’ll decide at that point whether or not to
conti nue those. M. Swartz?

MARK SWARTZ: I’'m not a side.

(Laughs.)

MARK SWARTZ: Well, what I’'m saying is 1if the

motion to continue 1is granted, then you don’t really
need us to explain...l nean, the applications indicate
the amount of money involved. I mean, there’s...each
party woul d receive, you know, as of 12/31 roughly $8400
in V36 and as of 12/31 1in V37 $32,000. So, there’s
about $40,000 at stake for each party on the two. You
know, if the notion for continuance is denied, Anita and
I will cover what needs to happen. But I don’t think we
need to do that if---.

BUTCH LAMBERT: Yes.

MARK SWARTZ: If it nakes sense to you to dea

W th the conti nuance first.

BUTCH LAMBERT: M. Britton, would you like to

address the request to continue?

BUCK BRI TTON: Well, Your Honor, previously an

action had been filed, | believe, in My of 2010. I n
Oct ober of 2010, the plaintiffs took a voluntary non-

suit order. We’ve been told that an action to be filed




Friday. It has not been served. We’ve not seen 1it.
So, obviously, we don’t know what it says or what the
al | egations are, whether it alleges a...that the split
agreement 1s void or whatever. We just haven’t seen it.
So, 1it’s hard for us to comment on it other than when
this was put on the docket there was no controversy over
the split agreenment. Obviously, there’s an allegation
that there is. But we haven’t seen that paperwork. So,
we can’t comment on what has been filed as of yesterday.

JEN SHAVER: If | may, M. Chairman, the suit

was filed yesterday in Buchanan County Circuit Court.
It was sent on Thursday and not received until yesterday
and filed yesterday.

BUTCH LAMBERT: And we have recei ved

confirmation that that has been fil ed.

BUCK BRI TTON: | agree. | can confirm that it

has been filed. I just don’t know what it says. I can
tell you who the parties, but what it alleges I don’t
have it because the parties have not been served.

SHARON Pl GEON: Ms. Shaver---.

JEN SHAVER: Yes, ma’am.

SHARON Pl GEON: ---we received an email fron

M. d ubiak on this.
SHARON Pl GEON: Yes, ma’am.




SHARON Pl GEON: He has stated that he’s not

going to serve this lawsuilit at this time because he’s
still investigating other matters. So, your proposal is
that this be continued indefinitely. You nake take 4
year to effect service.

JEN SHAVER: I don’t anticipate that it wll

take a year to effect service, but M. dubiak has...you
know, intends to take a little bit nmore tine to effect
servi ce. You know, even if this...if the parties were
served, you know, today or yesterday, the Ilitigation
could still be pending for quite sone tine. Qur
position 1s that it’s not appropriate for this Board to
t ake action on this because there is pending litigation.
We’d request just that this be continued.

BUTCH LAMBERT: Any questions or comments from

t he Board?
(No audi bl e response.)

BUTCH LAMBERT: Ms. Shaver, how about. .. how

about we do this? How about this Board continue this
for one nonth and give tine for you to get service and
then we’ll bring that back in April.

JEN SHAVER: Ckay.

BUTCH LAMBERT: |Is that okay wth you, M.

Britton?




BUCK BRI TTON: Yes, sir.

BUTCH LAMBERT: Ckay. (kay, so these two docket

Item nunber seven and eight wll be continued until
April. Thank you, folKks.

JEN SHAVER: Thank you.

BUCK BRI TTON: Thanks.

BUTCH LAMBERT: We’re calling number nine on the

docket, a petition from CNX Gas Conpany, LLC requesting
di sbursenment of funds and authorization of direct
paynent of royalties from coal bed nethane gas wunit
Buchanan 1 SGUJ1, docket nunmber VGOB-98-1117-0697-03.
Al |l parties wishing to testify, please cone forward.
Ladies and gentlemen, vyou won’t find that packet
in...that itemin your packet because this was before us
once and we asked for sone new updated exhibits.

MARK SWARTZ: Correct.

BUTCH LAMBERT: And that’s what has Jjust been

passed out to us, I think. Ladies and gentlemen, we’ll
need you all to be sworn if you’re going to testify.
(Dol ores Estep, Ral ph Keen, Donna Wods and
J. C. Lanmbert are duly sworn.)
COURT REPORTER: Ckay, each of you state your

names, please.

DOLORES ESTEP: Dol ores Estep.




RALPH KEEN: Ral ph Keen.
DONNA WOODS: Donna Wods.
J. C. LAMBERT: J. C. Lanbert.

BUTCH LAMBERT: And one tine, M. Lanbert, for

the record, we are not kin and we don’t know each other,
do we except we net last nonth, right?

J. C. LAMBERT: Last nonth or nonth before | ast.

BUTCH LAMBERT: O whenever it was. M. Swartz,

you may proceed.

MARK SWARTZ: Thank you.

ANI TA DUTY

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Ani ta, your nane, please.
A Anita Duty.
Q Okay. You’re still sworn...you’'re still

under oath?
A Yes.
Ckay. Who do you work for?

CNX Land Resources.

O > O

W\ wer e her e | ast nmont h on this




application, were we not?
A Yes.
Q And you offered testinony and answered

gquestions and so forth, correct?

A Yes.
Q And why are we back today?
A. Just to anend the exhibits for sone of

the tracts that were deni ed di sbursenent.
Q kay. And have you provided the Board
W th some anended exhi bits today?

A Yes.

Q And those include Exhibit E...an anended
Exhi bit E and anended Exhibit EE, is that correct?

A Yes.

Q And finally is there an anmendnent also
to the Exhibit A?

A Yes.

Q Okay. Let’s start with Exhibit A. The
request here that we addressed last nonth is to nake a
di sbursenment from Tract 27, is that correct?
A Yes.
Q And it’s definitely a partial
di sbur senent ?

A. It is.




Q You’ re showing a balance as of September

t he 30th, 2010, correct?
A Yes.
Q And what was the total balance in the

escrow as of that date?

A $557, 666. 64.
Q And that nunber cane from where?
A First Bank & Trust spreadsheet provided

by Mr. Asbury’s office.

Q Okay. And the ©people that vyou’re
proposing to receive disbursenents and the percentages
t hat you’ve proposed the trust...the escrow agent use in
maki ng the disbursenents are who...what people and what
per cent age?

A Coal Mountain Mning a total of 7.7544%
Arnol d Keen 2.5848% Billy Ray Hal e 0.6462% Linda Hal e
Mat ney 0.6462% Brenda Weddle 0.6462% Carl Lee Hale
0. 6462% and El i zabet h Justus 2. 5848%

Q And the escrow agent should use those
percentage at the tinme the disbursenents are nade,
correct?

A Yes.
Q And they should be applied to the entire

bal ance on deposit at that point?




A Yes.
Q And are you also asking, with regard to
the individuals listed on Exhibit A that the operator
be allowed to pay themdirectly in the future?
A Yes.

Q And this pertains only to Tract...a part

of Tract 27, correct?

A Yes.
Q And the...and this is a gob well
production unit. So, there are a nunber of wells

produci ng within the Buchanan 1...1---7?

A Yes.

Q ---area, right?

A Yes.

Q kay. And have you provided consistent

Wi th Exhibit E then revised Exhibits E in terns of whose
noney needs to be escrowed on a going forward basis and
a revised Exhibit EE as well?
A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Ms. Shaver?

JEN SHAVER Yes, M. Chairnan. W would




request on this item as well for a continuance. The
heirs...the Ernest Keen heirs, of course, they have
requested a continuation to seek Counsel on this matter.
VW would request that this item noved to the Apri
docket .

BUTCH LAMBERT: And why woul d they need Counsel ?

JEN SHAVER: It is ny understanding at this tine

that they are contesting the wvalidity of these
agreenents.

BUTCH LAMBERT: | think |[ast nmonth when these

folks were before the Board, they were claimng that

t hey didn’t sign the agreements. Is that still---7
JEN SHAVER: That is ny under st andi ng.

MARK SWARTZ: | guess ny question is of the six

| ndi vi dual s on Exhibit A who is here today?
JEN SHAVER: W have Ral ph Keen.

MARK SWARTZ: Well, he’s not listed.

MARY QUI LLEN: He’s not on there.

BUTCH LAMBERT: He’s not on the disbursement.

VW have Arnold Keen, Billy Ray Hale, Linda Hal e Matney,
Brenda Well and Carl Lee Hale. | s any of those folks
her e?

JEN SHAVER: No.

MARY QUI LLEN: And El i zabet h Justus.




BUTCH LAMBERT: And Elizabeth Justus, I’'m sorry.

Are any of those fol ks here?
JEN SHAVER: None of those individuals are here.
BUTCH LAMBERT: Okay.

SHARON PIGEON: So, this isn’t about vyour

clients?

BUTCH LAMBERT: So, this disbursenent is not

about your clients then?

JEN SHAVER: That woul d. . . yes.

BUTCH LAMBERT: Any further questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: | think you should go ahead and

al | ow t he di sbursenent.

BUTCH LAMBERT: Anything further, M. Shaver?

JEN SHAVER: No. No, M. Chairman.

BUTCH LAMBERT: Do | have a notion?
MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by




sayi ng yes.

(Al'l menbers signify by saying yes, but Katie

Dye.)

BUTCH LAMBERT:. Opposed, no.

KATIE DYE: 1’11 abstain.

BUTCH LAMBERT: One abstention, Ms. Dye. Thank
you, Mr. Swartz. It’s approved.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: Oh, I'm sorry. I apologize,
Davi d. | forgot. David had an inportant announcenent
and | forgot. Before we call this docket item |
think... M. Asbury, | think you have an announcenent.

DAVI D ASBURY: | do. Thank you, M. Chairman.
Today is statewide for emergency preparedness. There’s
a statew de agency tornado drill. W did not do the
drill physically this norning. But we wanted to make
everyone aware of this. The rest of the building did
participate in a tornado drill this norning at 9:45 a. m
It’s part of preparedness. We’ve all witness some

catastrophes over in Japan and things and how it’s
| nportant to be prepared. |If there were a tornado dril

or if we had high winds or if we had a fire or sonething
that would effect this neeting you would hear an al arn

and you would be directed with us to go to a safe place




I n the buil ding. There are designated areas, hallways

and ot her structures inside the building that we would

direct us all and you would go wth wus to those
locations. So, that’s our...as far as doing an annual
preparedness or a sem -annual preparedness drill that
woul d occur today. |If we do hear an alarm at any tine,

you would be directed with us to go to a safe in the

building. We’re familiar wWth those locations and we
woul d all go together. Those would be things |like a
| ock-down, if there was sonething going on in the
community  or in the building, a tornado dril

specifically or a fire in the building. There are

di fferent plans that we have in place in the building
for public neetings should that occur. | just wanted to
make you famliar if sonmething did. There is alarm and
that there is a plan in place in the building with the
Russel | County Governnent Center and our Departnent of
M nes, Mnerals and Energy and we have cooperation with
the local fire departnents and rescue squads to handle
any type of problens that may be arising in advance and
during the event. So, thank you. | just wanted to nake
everyone aware of that. Today is our statew de agency
tornado drill day. Thank you, M. Chairman.

MARY QUI LLEN: | have just one conmment. Woul d




It be possible a nmap posted of where those safe
| ocations are in this building so that---7?

BUTCH LAMBERT: Are in this roonf

MARY QUI LLEN: ---if people are not famliar
With it?

DAVI D ASBURY: There are...certainly. Ve will
have those. W know where those are. The
petitions...the larger room has the plan. VWhen they
petition the room it makes a difference. Yes, ma’am, we
do.

MARY QUI LLEN: R ght. R ght. Yes.

DAVI D ASBURY: Thank you, M. Chairman.

BUTCH LAMBERT: Thank you, David. Calling iten
nunber ten on the docket. A petition from CNX Gas

Conpany, LLC for creation of a 202.35 acre drilling unit
and pooling for unit CC-38 for the drilling of
hori zontal coal bed wells, docket nunber VGOB-10-1019-
2825. All parties wishing to testify, please cone
f orwar d.

MARK SWARTZ: Mark Swartz, Anita Duty and Jereny

Hayhur st .
BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.




ANI TA DUTY

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, first of all, let’s do some sort
of housekeeping here. W were here, | think, in Cctober
if I'm not mistaken. COCctober or Novenber, right?

A Yes.

Q And this unit we created a drilling unit
and we pooled it, correct?
A Yes.
Q And then we canme back regarding sone
questions that the DGO had asked and the Board had asked
Wi th regard to...not the question of pooling and so

forth, but the question of what was an appropriate

drilling unit. Do you renenber that?
A Yes.
Q And we were here and we testified wth

regard to that and we offered exhibits, correct?

A Yes.

Q And we’re back here today because this
was continued for further discussion and further

attention with regard to what an appropriate size or




shape of a drilling unit would be, is that correct?

A Yes.

Q So, we have sone limted things that we
need to address today, but it’s not a do over, at |east
as we understand it?

A That’s correct.

Q But we needed to file a new notice of
heari ng and a new application because there were a bunch
of additional people that needed to be aware of today’s
heari ng because of the unit size changes the people that
are in the unit change, correct?

A Yes.

Q Okay. So, let’s talk about notice and
let’s talk about those sorts of things so that we can
| ay the jurisdictional predicate for that, okay.

A Al right.

Q What did you do to notify people that we
woul d have...that we were going to have a hearing today
to address unit size?

A W mailed by certified nmail return
receipt requested on February the 1l1lth, 2011 and
publ i shed the notice and location map in the Bluefield
Dai |y Tel egraph on February the 22nd, 2011

Q Ckay. And when you mailed, did you nmai




to everybody in the notice of hearing to bl ank?

A Yes.

Q kay. And have you provided M. Asbury
or the DO with certificates with regard to mailing?

A | have.

Q And have you provi ded a pr oof

publication as well?

A Yes.

Q And when you published, did you publish
the notice and the little map Exhibit A-1, correct?

A Yes.

Q Which shows the bad attenpt to draw ng

M ckey Mouse on a map, right?

A Yes.

Q kay. Al right. So, people at | east
had a sense of the geographic location of this proposed
unit, right?

A Yes.

Q kay. Have you revised sone of the
exhi bits that would pertain to...as a result of changing
t he shape of the unit?

A Yes.

Q For exanple, the tract identifications

woul d now pertain to a 202.35 acre unit in the shape




shown on the plat map, correct?

A It does.

Q (kay. So, you changed the tract IDs. |
assune you have al so changed Exhibit A, page two.

A Yes.

Q So, now with regard to the size and
shape of this proposed unit, what is the applicant’s
I nterest in the unit?

A W have acquired a 100% of the coal
owner’s claim to CBM and 68.6978% of the oil and gas
claim We are seeking to pool 31.3022% of the oil and
gas claim

Q And the likewse, we wuld have 4
revised Exhibit B-3 that would tract the size and shape
of the proposed unit and we would...and I|ikew se we
would have Exhibit E and probably a EE, although I’'m not
sure. No EE.

A No.

Q So, we still don’t have an escrow
requirement, correct...we still don’t have split
agreement, I’'m sorry?

A Ri ght .

Q But we still have considerable escrow

requi renents?




A W do.
Q Ckay. And the...|l assune that the cost

esti mtes have not changed because the |egs have not

changed?

A That’s correct.

Q Ckay. And we were |ast here and when
this was original...when this was originally pooled, we

t ook four Oakwood units and put them together as a 320,
correct?

A Yes.

Q And we suggested to the Board that they
al | ocate production based on the feet of the producing
| egs in those various units, correct?

A That’s correct.

Q And the reason that we cane back was
because M. Asbury raised the contention that he really

couldn’t do that?

A Ri ght .

Q Ckay. And when we cane back, we
provided the Board...I don’t know what you have 1in your
packet or not, but we provided the Board wth

conpari sons of allocating on production by feet of the
wells located in the unit and allocation of production

by unit, which was...which would just be to take 25% of




t he production and then an allocation where we adjusted
the size of the unit to sort of give the Board an ideda
of how the percentage of the revenues that the people in
the unit could receive, correct?

A Yes.

Q And now, obviously, we have allocated in
Exhibit B-3 the revised exhibit that we have today. W
have actually set forth the result of the allocation of
producti on based on acreage in this newy sized and
shaped unit, is that correct?
A Yes.

MARK SWARTZ: Okay. That’s all I have of Ms.

Duty at this point.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: | have a couple, but | think

they’re going to go to---.
MARK SWARTZ: Ckay.
BRUCE PRATHER: 1I’'ve got a question, M.

Chai r man.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: We’re presently in the process

of figuring out what kind of units that we’re going to

need for horizontal wells. If the heart-shaped unit is




used down here, I can see that we’re going to have
St randed acreage everywhere. I don’t see how you can
feet the heart-shaped thing together. VWhat we are
looking at now as a Board or as a committee, we’re
| ooking at the possibility of running these units as
rectangl es and runni ng out maybe... have them as snmall as
10 acres and maybe 80. Not hing has been determ ned yet.
That’s Jjust thrown out. But anyway, what we might be
able to do by rearranging these things in a rectangul ar
fashion, we mght be able to resolve your drainage
probl ens that you have here wth a different
configuration. I mean, presently you’re under the 320
provisional. | say, | would hate to adopt this in lieu
of what is presently going on in the commttee because
what we’re hoping to happen is that the industry as a
| arge will conme up with sonme sort of a consensus that
Wi |1 allow us to continue using our square system which
t akes care of all stranded acreage.

MARK SWARTZ: Just to respond sort of to the

concept that you’re talking about. I have talked...I'm
not on that working conmttee, but | think you are. But
I talked to some folks this morning. Apparently, you’ve
et once. | gathered from my discussions this norning,

although I may...I wasn’t there, vyou know, that the




f ocus has been on the deep gas in shale.

BRUCE PRATHER: Ri ght.

MARK SWARTZ: The conventional production. So,

I’'m not sure that committee 1is addressing or has
addressed the coalbed methane. So, I don’t know. If]

it’s only for the deep...you know, the shales, the deep

gas- - -.

BRUCE PRATHER: Well, | was under the inpression
that we were...in other words, we were tal king about six
different formations. I'm talking about 1like the Big

Lime and the Weir, etcetera. That we were going to use
each one of these as separate units because then it
woul d make it easier to keep track of. In other words,
I f you put one unit down and you put laterals going in
all directions, you’ve got a problem. So, that’s kind
of what we had in mnd. But, you know, | was not told
that we were going to do anything to the CBM But since
t here has not been anything done. I would assune we
probably would have that prerogative. | would have to
ask M. Lanbert about that.

BUTCH LAMBERT: Yes. The commttee was to | ook

at all of these unusual shapes that we’re now seeing and
see how we can make everything standard to fit into nore

of a uniformed drilling pattern.




MARK SWARTZ: Well, then if we’re going to be

talking about CBM, and I’11 get into this more with
Jereny when | get a chance, but, you know, just
conceptionally CBM has sone issues associated with it
that are a little different than the conventional gas.
One of the big ones is water. So, typically, these |egs

are going to be drilled up deep so that the water cones

down and can be collected. So, you’ve got some
limitations. You’ve also g0 sone limtations in ternms
of the angle that can be accommopdat ed. So, there are

some physical limitations on CBM that vyou’re not
necessarily going to run into wth conventional gas and
creating a bunch of small units to not strand acreage
and conventional may work. I don’t know. I mean, it’s
an interesting idea. But | think there are sone
|imtations. Jereny wll talk about it. The concern
that we have and the reason that we’ve spent some
addi tional tinme comng back to the Board and bringing
Jereny back and trying to give you an exanple of the
drai nage unit is there really is attention between being
fair to royalty owners whose gas is actually being
produced and then being fair to the surroundi ng owners
to the extent that there’s a concern that acreage 1S

bei ng stranded. That is really a policy decision that




you guys have to make. I think it’s...you know, 1t’s a
policy decision that was made in the Nora field. It’s a
policy decision that was made in the Middle Ridge. It’s
a policy decision that was nade in the Cakwood. What
happens over time that we’ve really seen this in the
Cakwood, for exanple. | nmean, the Oakwood was created,
if I'm not mistaken, in '90. So, we’ve got twenty some
years of technology of increased data and so forth. I
think we’ve all discovered that the Oakwood units were
way too big. As long as the Board remmins flexible as
you have or the legislature, | suppose, but you know
getting sonething out of legislature is a nuch bigger
adventure than getting sonething out of you all. But ,
you know, there needs to be an understanding that
technology changes. That things...you know, we weren’t
t al ki ng about these kinds of wells. These wells are not
really...we’re using Oakwood grids to kind of overlay
I t. But horizontal wells...CBM wells are not in the
Oakwood Field. They’re Jjust not. So...I mean, what
we’re trying to address, you know, as an operator that
obtains | eases fromoil and gas owners, you know, we owe
t hem an obligation to size units in a way that protects
their interest. What we were concerned about the | ast

time we were here and the first time that we were here




was that the royalty interests of our |essors was being
di luted to an unaccepted extent at |east to us perhaps.
So, our proposal today in sizing of this wunit, I’'m
al nost done, but is to address...is to give you an idea
of what a unit should look like if your perineter was
dr ai nage and your perineter was the correlative...the
nost inportant thing to you was...policy decision to you
was protecting the correlative rights of the people
whose gas is actually being drained. This is...you
know, eventually you wll hear from Jereny about that.
But this is what a unit would look Iike that was
pr edi cat ed essentially on known dr ai nage
characteristics. Then the policy decision that you’ve
got is...you know, is this the way to your piece on the
scal e for you

BRUCE PRATHER: W have the state statutes that

conf orm our problem

MARK SWARTZ: I mean, | know t hat t hat

committee...the other thing that I’'m concerned about,
Whi ch is a different issues, but I don’t know how long
it’s going to take your committee to come up with a
recomrendation. | think six nonths a cone back date.

BUTCH LAMBERT: A nunber thrown out.

MARK SWARTZ: And then the Board is going to




have to do sonething with it. | would really push back
pretty hard and ask you to think about...nmake certain
that vyou don’t inadvertently 1impose some kind off
drilling noratorium you know, that you...that when
vou’ re meeting as a committee and perhaps reporting to
the Board and the Board acting ultimately, you know,
per haps you can overlap your ultinmate recomendati ons on
preexisting units. I mean, I don’t know. I mean, you
could do that, | suppose.

BRUCE PRATHER: Wat | would suggest there is

t hat we grandfather the preexisting units.

MARK SWARTZ: Ckay. Ckay.

BRUCE PRATHER: And then we start new. | mean,

that’s...that would be my basis.

MARK SWARTZ: Ri ght. | just needed...| wanted

to make sure that we weren’t, you know, 1imposing by
accident a drilling noratorium

BRUCE PRATHER: Yeah. | mean, what | would |ike

to do would be see what the conmttee conmes up wth and
see what the application is. In other words, all of the
| ndustry representatives were going to take back the
size of units that we were discussing and see how it
applied to their acreage. So, on that basis, you know,

maybe we could conme up wth sonething. The bi ggest




problem we’ve got is I don’t care what the system 1is.
Not hing is going to be perfect.
MARK SWARTZ: Ri ght.

BRUCE PRATHER: | nean, if you’re drilling these

laterals and you can’t drill out to the end of what you
consider your unit, that’s going to be stranded acreage.
That’s if you didn’t get to it unless you could come
back and put another well and start right at the end of
It and continue. So, you know, none of these systens
wor k perfect.

MARK SWARTZ: Ri ght.

MARY QUI LLEN: And one of the...at the commttee

neeting, one of the proposals that M. Prather had nade
and there were representatives fromall of the producers
t here, engineers. There were petroleum engineers.
There were geologists and so forth were going to take
t hese back and do an overlay of just what you had just
said to see what best fits their conpanies plans before
there’s any decision made. But that’s...and one of the
things that he did propose was smaller units when you
said you got 80 acres. I think has been concern that
people in this unit because it was a unit was being
paid. Everybody in that unit was being paid even though

they actually...there was no gas being produced fron




their acreage. So, looking at smaller units and that’s
what he had proposed.
BRUCE PRATHER  Smaller the wunit the nore

flexibility you’ve got with it.
MARY QUI LLEN: Yeah. Uh-huh.

MARK SWARTZ: Right. And just conparing...|
mean, talking about small wunits. | nmean, when we were
first here we had a 320 acre unit last fall, which is

what concerned us---.
MARY QUI LLEN: Ri ght.
MARK SWARTZ: ---because the royalty was being

di luted pretty dramatically.
MARY QUI LLEN: Ri ght.

MARK SWARTZ: You know, when Jereny sizes a

unit...and you’ll hear from him eventually, but when he
Si zes this unit based on reasonabl e drai nage perineters
he’s at 202...I mean, is that acreage.

JEREMY HAYHURST: Yes.

MARK SWARTZ: You know, so we’re basically a

unit that’s less than two-thirds the size. It’s 4
dramatically smaller unit because the units...they were
too big, you know, and we needed to do sonething---.

MARY QUI LLEN: Ri ght.

BRUCE PRATHER: Yeah. Exactly.




MARK SWARTZ: ---about that. So, I'm glad t9

hear about that. We’re putting smaller pieces together.
BRUCE PRATHER: Yeabh.
MARY QUI LLEN: Ri ght.

BRUCE PRATHER Wel |, It gives you nore

flexibility.
MARK SWARTZ: Ri ght.

BRUCE PRATHER: In other words, if we finally

end up with 40s and say you stack four 40s and run your
lateral that way, if you couldn’t get out at the end of
it, you’d cut that 40 in half and then add it to the
next one up. So, it has a...it has a potential of
| eaving | ess stranded acreage than would be if we have
something that’s set in stone |ike your heart-shaped
thing there. | nean, that would be hard to really nmake
that thing conformto our statute that says there would
be no stranded acreage. The other problem that we’ve
got is that we have to be...have fair rulings as far as
the surface and the royalty owners are concerned. The
stranded acreage problem is where we cone into it.
That’s where our problem would be. If we can come up
with a system..like | said before, none of these
systens are perfect, but we can found out nmaybe which

one comes closes to meeting our needs and that’s what




we’1ll probably come up with eventually.
MARK SWARTZ: Well, just looking at it from a

royalty owner’s standpoint too, if you look at...I mean,
when we were first here, we were |ooking at three

st acked units and one unit to the east. So, we had four

units. If you look at the grid now on this map, we’ve
got...it looks 1like we’ve got seven units instead of
four with owners in them So, | nean, there is a

correlative rights issue as well as a drainage issue
It drives in a slightly different direction.

BRUCE PRATHER: It’s not fair.

MARK SWARTZ: Ri ght.

BRUCE PRATHER: But that’s the way the statutes

read right now. ..or rulings read.

MARK SWARTZ: You know, and t hen what

I've...with your permission, what | would like to do is
sort of move into Jeremy’s analysis of what’s going on
underground in terns of, you know, giving you sone nore
i nformation with regard to these wells in the drainage
pattern so that, you know, when you’re looking at that,
you can take that into consideration in terns of sizing
a unit or in terns of configuring a unit to include
addi ti onal owners or not include people that should

really be in the unit either.




MARY QU LLEN: Right. Right.

MARK SWARTZ: I mean, it’s cut all of three of

t hose- - -.

BRUCE PRATHER: WII| your representative be at

t he next neeting particularly regardi ng CBM units?

MARK SWARTZ: I don’t know...I mean, 1if CBM is

on the docket, sonebody is going to be there | would
| magi ne. He has to be invited though. But if---.
BRUCE PRATHER: Ch, no, | nean, anybody can show

up as long as they’re representing an industry.

BUTCH LAMBERT: Well, that’s not exactly true.

BRUCE PRATHER: Wel |, not exactly.
MARY QUI LLEN: No.

MARK SWARTZ: Yeah, I wasn’t invited, for

exanpl e.

BUTCH LAMBERT: W asked...we asked for folks to

vol unteer to serve on the commttee from each...each
conpany...well, from VOGA and-.
MARK SWARTZ: Ri ght.

BUTCH LAMBERT: But | think soneone... M. Kaiser

want ed to send several people and we kind of wanted to
limt it to eight, but you could bring in people as
needed for discussion.

MARY QUILLEN. But there were representatives




t here from CNX
MARK SWARTZ: Right. | spoke to one of then

this morning. We’ll...you know, my assumption is we’ll
make sure that we have people there that neke sense in
terms of the issues being addressed to be a resource for
the comm ttee.

MARY QUI LLEN: Ri ght.

BRUCE PRATHER: Oh, yeah, absol utely.

BUTCH LAMBERT: Okay. Let’s let...move forward

and |listen to the presentation.

JEREMY HAYHURST

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Jereny, would you state your nane for

us, again, please?

A Jereny Hayhurst.

Q And I'm going to remind you that you’re
still under oath.

A Yes.

Q | gave you a specific task for today




ri ght?

A Yes.

Q | asked you to design a unit for us,
correct?

A That’s correct.

Q And did you do that?

A | did.

Q Ckay. And is it in the packet that

Anita has passed out? Yeah, let’s start with...if you
| ook at A-1, which would be page three of the unit, is
that a small version of the wunit that you designed

overlaid in the OGakwood Field and a map of a piece of

Vi rginia?

A That’s correct.

Q Ckay. And is this map in there as well
or---7?

A I don’t have that in there.

MARK SWARTZ: Do you have this from |ast
month’ s---"7?

BUTCH LAMBERT: We do. That’s in our package,

yes.
Q kay. And, Jereny, let nme show you, |
gave this to the Board last month. We didn’t really

have a hearing, but apparently it has found its way into




their...is this a...Exhibit A, is that a map that you’ve
prepared of the legs and the Cakwood overlay and the
shape of the unit that you were proposing?

A That’s correct.

Q Could you take a nonent to tell the
Board about your thought process in configuring a unit
along the lines that you have and the data that you
consi dered and used to make that configuration?

A Yes. We currently don’t have any
hori zontal s in t he P-11 seams. That’s the
seam .. (inaudible). W had sone horizontal wells in the
Pocahontas 3 seam | took the production data off of
those wells and built a reservoir nodel showing the
t hi ckness and gas content, perneability. Actual ly, |
hi story matched to get perneability because we don’t
stimul ate these wells, | had to find the unknown so that
was perneability. Then | took that nodel and that
pernmeability and | converted it to match or nodel the
P-11 seam So, | took P-11s thickness and gas content,
what I didn’t know was permeability. So, | wused the
pernmeability of the P-3 seam and then | adjusted that up
because even though we don’t have a lot of permeability
data 1n the Oakwood Field, we do know that there’s

pernmeability versus depth relationship. So, | increased




that perneability up fromthat perneability up fromthat
point to show a representation of what we could see
Now, we I history match vertical wells because we don’t
know how nmuch gas is com ng out of each specific zones,

| come up with an average perneability for all the seans

conbi ned. That average across the field is between
three and four mllidarcie. So, three and four
millidarcie that’s my average. That’s every 2,000 feet.
So, | figure if | put truncation point of Ilike two

mllidarcie on the P-11 since it’s fairly deep that |
woul d capture the range of perneabilities that | would
see in the P-11. So, the next slide shows...actually
the P-50, which is the md point of ny perneability
range that | used this shows disorb gas recovery every
si xty-five years. S0, vyou see vyou’'re getting some
dr ai nage out to the 750 foot |limt, which is described
in the unit Exhibit A-1. That was our P-50. Now,
vou’re going to get a little further recovery and
dr ai nage depending on the perneability. So, you know,
t hat was...the P-50 that was hi gher than the
pernmeability fromthe P-3 seam and | thought that was a
reasonable estimate on drainage in the area surrounding
t hat wel | .

Q The slide that you’ve been talking about




| s page four of what the Board has?

A That is correct.
Q kay. And if you could just take the
color and sort of speak in terms of what’s...what the

col ors represent.

A The red is the highest recovery. I n
t hi s nodel shows approximately 80% near the well bore and
t hen as you change the colors and getting down in the
green you change the recovery percentage over that tine
frame. So, the nearest the well bore, you get the nost
recovery in sixty-five years. Further out, you get to
t he green, which neans there was no recovery at all fromn
t hat area.

Q So, basically yellow is the radiant
bet ween sone recovery to no recovery?

A That’s correct.

Q And working...it appears to ne that the
unit you ultimately draw on Exhibit A and it shows on
Exhibit A-1 appears to be an attempt to draw what we’re

seei ng on page four?

A That’s correct.
Q What’s your next...go ahead.
A There’s permeability differences in each

direction in th coal seam So, we make sure we dril




across the face plate, which is vyour hi ghest
perneability. So, we laid out CC-38 in that direction
so that | nodeled it in that direction so that it wll
capture the drainage in that higher perneability
di st ance.

Q And you’ve anticipated something that I
was going to talk to you later, but let’s just go there
Now. Are there sone characteristics of coal that
di ctate how wells...horizontal wells should be oriented
In coal seans that drive the direction of the |egs, the
| ength of the |legs and have inpacted on the shape and
orientation of this unit and if so what are they?

A Coal thickness played a big inpact on
t he anmount of legs and the length of the legs in this
case in wells we’ve drilled up in Pennsylvania. We had
| ssue staying in coal thinner than three feet. So, we
put that limtation on this also. Then you also want to
honor the face cleave direction and you also want to
honor the depth. So, we drilled it up dip and across
the face cleave in greater then three foot of coal.
That was one our criteria on doing that.

Q I's t here any...from a t echni cal
standpoint or a geological standpoint is the angle

bet ween these |l egs driven by any data as well ?




A That angle there was just driven by the
t hi ckness. There has been a | ot of nodeling done over
time on the optimum angle. But we really didn’t have
t hat opportunity to---.
Q So, the angle here was just driven by
t hi ckness in this instance?

A That’s correct.
Q Is...are both of these |egs essentially

updip in the coal ?

A That’s correct.

Q And why is that inportant?

A For water drai nage.

Q kay. You don’t frac these, do you?

A No.

Q But you need to dewater thenf

A That’s correct.

Q And if the well itself isn’t down dip,

yvou’ re not going to dewater them?

A That’s correct.
Q It’s just---7?
A We'’ve seen that impact up in

Pennsyl vani a.
Q Okay. What’s your next slide here?

A This shows the cunul ative recovery. The




| ow case is the perneability that | mtched from the
Pocahont as seam The mddle case is the perneability
that | used in ny nodel here...ny disorb gas recovery
nodel. That gives a recovery of about 700 mllion cubic
feet. Then | took a step above that and said what if |
saw two millidarcie of perneability. | determ ne what
t he recovery would be at that perm nunber.

Q So, essentially, to sort of recap and
sum it up, your Exhibit A, your design of this unit,
essentially tracks a drainage patter that you’ve created
based on the assumptions that you’ve made and the data
t hat you had avail abl e?

A That’s correct.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Questions fromthe Board?

MARY QUI LLEN: Just a couple of conmments. | t

woul d be hel pful if you would include B for each one of
t hese and also identify each one of your exhibits with a
double letter.

BRUCE PRATHER: Mr. Chairman, I’ve got a

guestion. Apparently, you have very little information
on the number 11 seam. Is that correct? You haven’t
done very many of thenf?

JEREMY HAYHURST: Yeah. We don’t have any




hori zontal wells.

BRUCE PRATHER: So, you nust have a thickness in

excess of three feet, is that correct?

JEREMY HAYHURST: Yes.

BRUCE PRATHER: Have you drilled any wells into
t he 3 seanf
JEREMY HAYHURST: In the 3 seanf

BRUCE PRATHER: No, into 11. Excuse ne.

JEREMY HAYHURST: Vertical wells---.
BRUCE PRATHER: Yeah.
JEREMY HAYHURST: ---but not horizontal s.

BRUCE PRATHER But do you get...do you get

nat ure gas readi ngs when you drill into that seanf

JEREMY HAYHURST: (Inaudible). I don’t think

t hey take thick readings.
BRUCE PRATHER Well, | know, but you can stil

check the gas.

JEREMY HAYHURST : I'd have to ask the

drill...the drilling guys in the field to see what kind
of units they see when they drill through that.
BRUCE PRATHER: The thing about what you

portraying here 1s you’re taking one seam that’s
probably 500 foot above this one---.
JEREMY HAYHURST: TIt’s shallower.




BRUCE PRATHER: Yeabh. And the thing about it,

vou’ re putting a drainage pattern on these cleats that
vou’re drilling perpendicular to. If you haven’t down
very much in the 11, then how can you be sure that that
cl eat pattern is the sane for the 11 as it is for the 3?

JEREMY HAYHURST: There have been studi es done

by the Bureau of Mnes that showed that over a certain
area that cleat direction did not change and (i naudi bl e)
didn’t change.

BRUCE PRATHER Okay. I mean, the thing that’s

bothering me a little bit about this 1is you’re talking
about pretty good permeability. You’re talking about
two and three mllidarcies instead of tants. | nean,
haven’t drilled very many CBM wells. If I get that kind
of perneability, | wusually (inaudible) irregardless of
where | drill.

JEREMY HAYHURST: We’ve got permeabilities of 20

mllidarcie up in Pennsylvania. For the depth, this is
probably realistic down here.

BRUCE PRATHER Ckay.

JEREMY HAYHURST: As you get into the shale

hori zons, you expect nuch |ower than one mllidarcie—.

BRUCE PRATHER: Yeah. Yeah.

JEREMY HAYHURST: ---into the nanadarci es.




BRUCE PRATHER: | mean, | have seen coal seans

in Virginia that do nmake quite a bit of gas naturally.
I mean, they’re not these particular seams, but
el sewher e.

JEREMY HAYHURST: Yeabh.

MARY QUI LLEN: Just one nore question. Are your

nodel s based on your experience in Pennsylvania?

JEREMY HAYHURST: Virginia and Pennsyl vani &

horizontally, but it’s based on all data in Virginia.

The exanples that | gave earlier are from inpacts that
we’ve seen 1in Pennsylvania. So, we made changes to
drill updip...to not make the sane m stake that we did
up there.

BRUCE PRATHER: | nean, | coul d understand that.

Your water is draining down and you could punp it from
the |owest elevation in the well 1is basically what

vou’ re talking about.

JEREMY HAYHURST: W actually do a production

hol e and an access hol e.

BRUCE PRATHER: Yeabh.

JEREMY HAYHURST: We have a dewatering well also

t hat we punp the water up.
BRUCE PRATHER Yeah.

JEREMY HAYHURST: W access from a different




point and drill horizontally.

BRUCE PRATHER: Yeah. Yeah.

BILL HARRIS: M. Chairman, let ne...let me ask

a question about the shape and positioning of this. You
testified that the shape was based on the geol ogy of
what you expect to be underground. |f the Board inposed

sone type of a nore formal structure or nore fornal

outline, | guess for the units, say a rectangle, if you
were to drill next to this, would you expect the angle
to be about the same. I'm wondering about a rectangle

that actually parallels, not the sides of that but that

would include your points in the base. You know, we’ve
all |ooked at these wunits as being horizontal and
vertically essentially. | f everything were rotated at

that angle, would that help or hinder you in future
devel op. In other words, if we said, well, this unit
actually has to be...has to hit those 750 sides top and
bottom or whatever. So, that will give you a rectangle
that’s...well, from vyour prospective 1in this...like
this, if you were to continue that from a field, how
woul d you see future drilling affected?

JEREMY HAYHURST: I don’t see if being affected.

We’re probably not going to drill a significant amount

of horizontal P-11 wells.




BILL HARRIS: |If you drilled one adjacent to

t hi s or anyt hing.
JEREMY HAYHURST: |t depends what direction you

drill it in. If youdrill it in the sane asmath---.

BILL HARRI S: Ckay.

JEREMY HAYHURST: ---you would see...you would
see some acreage that isn’t being drained. But due to
rectangl e being around it...is your focus on putting it

around this whole unit or around each---?

BILL HARRIS: Well, ny rectangle...what | did at

first was to draw a rectangle that was parallel and
perpendicular to the original field lines that were
there. Then | thought, well, really this is a different
animal and maybe we shouldn’t be bound by that
necessarily. So, what | did is to draw a rectangl e that
actual |y touched both sides of your V com ng down across
t he base and across the top. So, there was a tight
rectangle just around that. | thought now if that
rectangle was 45 degrees off of what you’re currently
seeing, if that rectangular were repeated...you know, of
course, I don’t know i1f we could do a whole field like
that or not, but | just wondered if you drilled another
hori zontal unit, you know, what the chance of...this is

al | hypothetical, what the chances of that fitting




Wi t hin that rectangle.

JEREMY HAYHURST: And you would want to, |

guess, limit any overlap. You don’t want any overlap at
al | .

BILL HARRI S: Well, we’re...again, stranded

acreage. We’re trying to propose a...I guess, some
field rules for horizontal in this field that would not
have stranded acreage.

JEREMY HAYHURST : I don’ t think there’s

any...unless you put rectangles around each leg
| ndi vi dual | y---.

BILL HARRI S: Yeah.

JEREMY HAYHURST: ---1I don’t think you could

put it around the whole unit itself.

BILL HARRI'S: Wl |, what happened, of course, at

the bottom where it’s narrower my rectangle goes out
significantly further than that. So, again, I'm trying
to adhere, | guess, to a thought that we worked on that.
It would be nice to have sone kind of formal repeated
structure that is contiguous so that...so that we don’t
have stranded acreage.

JEREMY HAYHURST: No, | nean, we mght a drill a

well to the south of this and it mght...a |leg mght

becone parallel next to the well to the...on the right




Ssi de of the paper.

BILL HARRI'S: Now, when you say south, do you

mean down toward the | ower right corner?

JEREMY HAYHURST: Yes.

BILL HARRI S: Sout hwest ?

JEREMY HAYHURST:  Yes. And if you have

rectangl e around that, then |I would have overl apped wth
that rectangle. I can’t visually---.

BILL HARRI S: Yeah.

JEREMY HAYHURST: ---picture the rectangle that

vou’ re picturing around this well, but---.

BILL HARRIS: Well, let ne just show, if |

m ght - - -.
MARY QUI LLEN: One of the things that we have to

consider is that if, you know, this isn’t drilled before
t he adoption of the field rules that it has to conforn
to the field rules and it wouldn’t be grandfathered in
|ike the one that...you know, that you have already
drilled. So, that would...you know, there would be sone
limtations there.

JEREMY HAYHURST: Mbst of the comm ssion wells

are going to be drilled single lateral, so you won’t
have this. W have to drill nore footage because we

don’t stimulate...don’t have the thickness to get an




economc wel | as they do in the conventional..
unconventi onal shal es.

MARY QUI LLEN: Using it single lateral you said?

JEREMY HAYHURST: Yes.

BRUCE PRATHER: Do you envision eventually that

the well that you’re using to drain the water well...in
other words, you’re drilling one well that’s going to be
vour gas well and you’ve got one that’s going to be a
water draining well, is that correct?

JEREMY HAYHURST: Yes.

BRUCE PRATHER Ckay. Do you envision down the

road that your water well wll eventually becone a gas
wel | ?

JEREMY HAYHURST: Well, it’s a gas well...it

Wi || be a gas well when we first start producing. Wter
wi || be flowing up the tubing and the gas wll be
fl ow ng up the (inaudible).

BRUCE PRATHER: Yeah, but you’re measuring your

gas out of your first well.

JEREMY HAYHURST: And we’re measuring our gas

out of our production hole. That access hole is
essentially capped after we drill the well.

BRUCE PRATHER: Ckay. ay. Oherw se, | nean,

if the...if the lateral to the right was going to be




al wvays a water hole, then we wouldn’t even have to
consi der that. All we could consider would be one of
t hese, which would be the gas producing well from the
hori zon.

JEREMY HAYHURST: Yeah, | think...yeah. Yeah,

we won’t produce gas on both.

MARK SWARTZ: Well, you’ve turned your

radi us---.

MARY QUI LLEN: So, evidently it will be
| ateral ---.

BRUCE PRATHER: Yeabh.

MARK SWARTZ: | nean, he has turned his radius
off of the northern nost well because of the
production...that’s where the production is.

BILL HARR S Let me just...playing wth
rectangles. See what I’ve done?

JEREMY HAYHURST: Uh- huh.

BILL HARRI'S: So, you do have acreage here that,
of course, is nore than your 750 feet. But if this

pattern were repeated wthout regard to the horizontal

and vertical that’s already there---?

JEREMY HAYHURST: Now, if it’s---.

BILL HARRIS: ---and just continues on---?

JEREMY HAYHURST: If it’s parallel to it, then




BILL HARRI S: Yes.

JEREMY HAYHURST: ---wouldn’t see any issues.

But if we can’t get a location and we have to drill one
down here, it could hurt you. But if we decide to drill
one down here and that |ateral conmes up beside this one,
then it would limt you on what you can drill based on
t hi ckness---.

BILL HARRI S: Yeah.

JEREMY HAYHURST: ---and your direction that

you have to drill.

BILL HARRIS: Yeah. Because vyou don’t know

what’s underground, okay. I'm just...I guess what I’'m
trying to do is to get sone kind of a pattern that m ght
be uniformed in that field. I’'m not sure which is going
to be---.

JEREMY HAYHURST: Unh- huh.

Bl LL HARRI'S: (I naudi ble). Thank you.
JEREMY HAYHURST: No probl em

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: M. Chairman, thank you. I have

one question. Most of the horizontal legs that you’ve
drilled in other states, do they have a rule of capture

or do they have gas well unitization?




JEREMY HAYHURST: Pennsylvania has the rule of

capture. West Virginia you’d probably have to ask Mark.
MARK SWARTZ: The West Virginia wells are

pool ed.

DAVI D ASBURY: In this shape?

MARK SWARTZ: Not...well, the ones that I’ve

seen have been single wells Dbecause they’ve gone
further. So, they don’t look...there are some.

JEREMY HAYHURST: They were proposed in this

shape, but then the Board took a map of ours and
essentially drew their own wunits to...there was a
t heoretical pattern. It was the whole field laid out
and they took our map and drew units around everything
so they didn’t leave stranded acreage.

DAVI D ASBURY: What type of units did they draw?

JEREMY HAYHURST: It was irregular...every unit

was irregular.

MARK SWARTZ: Just slightly different.

JEREMY  HAYHURST: Yeah, It was slightly

di fferent. W proposed the 750 radi us around these, but
they had a different suggestion and they drew different
around. .. nothing was simlar.

SHARON PI GEON: But they were all rectangular or

squar e?




MARK SWARTZ: No.
JEREMY HAYHURST: No.
MARK SWARTZ: None of them were square or

rectangular. They were all radiuses of sone sort.

BUTCH LAMBERT: M. Swartz, | think you can tell

from the questions that we’re really confused and we
have a |ot of concerns about this particular shape of
this unit. Wat | would...certainly this Board does not
want to put a moratorium on drilling. That’s the
furthest thing we want to do. But I would feel nore
confortable if we gave the commttee just a little bit
nore tinme to work and see what the industry and those
ot her folks that are on that conmttee can cone up with
instead of telling you today, let’s go ahead and approve
this one and we see a rush on this kind of things until
the commttee gets their work done. | can tell from
yvour posture that that’s not a good option for you.

MARK SWARTZ: | ---.

BUTCH LAMBERT: Well, here...I don’t want to

challenge Mr. Hayhurst at all, but, you know, we’re only
heari ng one testinony here. If we had the committee. ..
give them a chance to work from a group of experts
than...mybe it turns out this way and if it does,

that’s all well and good from their recommendations.




But | would feel confortable in letting that commttee
do a little bit of work and see what we can cone up
wi th. That woul d be ny recommendati on.

MARK SWARTZ: In that regard, could | request

t hat we get back on your docket in 60 days or 90 at the

most so that we’ re---.

BUTCH LAMBERT: Onh, absolutely. Yes.

MARK SWARTZ: You know, so that we have sort of

a goal .

BUTCH LAMBERT: Yes, absolutely. M. Asbury.

DAVI D ASBURY: M. Chairman, nmaybe an option at

this time, since 1it’s a provisional unit, 1if CNX would
prefer to go ahead with the drilling wth these |egs
they would prefer to use the grid that we have in place
as a provisional wunit and that would allow them to
proceed with the drilling and the production of the well
until such tinme as the commttee nmade its fina
recomendat i on.

MARK SWARTZ: We could certainly do that.

BUTCH LAMBERT: | see a lot of issues that that

may bring up. Are you willing to do---7?

MARK SWARTZ: Well, if we go with the origina

unit, the...so, if we go with this unit and we allocate

production 25%to each of the units essentially---.




DAVI D ASBURY: That becones.. . no.

MARK SWARTZ: Well, then how do we allocate the

producti on?

BUTCH LAMBERT: See, that’s the 1issues that’s

going to cone up if we go forward with that idea too.

DAVI D ASBURY: No. The reconmend. ..the

suggestion would be that they cone back before the Board
Wi th the existing units. |If they would Iike to proceed
as a provisional unit, they could establish that whole
area that Mark is presenting as a single unit and do the
hori zontal drilling and then based on our proportionate
acres share of royalty paynents instead of |ength of
| ateral, we go back to what our statute requires.
Everyone in that wunit shares on their proportionate
acreage share of the total unit.

MARK SWARTZ: Okay. We’re saying the same thing

except he’s not buying into the 25%. I mean, that’s how
this works and you’re pushing back and saying that’s the
whole problem here. So, I'm prepared to go where he
was, you know, but you’re not prepared to bless that, I
mean, 1s how I’'m reading this because of the concerns.
Is that an appropriate way to allocate production? I
mean...so, I guess, we’re back around to...since I'm

dealing wth...l mean, we could...we could work




something out, but I’'m really dealing with the Board at
the nonent. So, if we can get a conme back in 90 days so
that you all have an opportunity for your worKking
commttee to do sone nore work and naybe be nore
confortable with a solution, we can...we can do that---.
BUTCH LAMBERT: Ckay.
MARK SWARTZ: ===wi t hout, you know, sone ki nd of

upset .

BUTCH LAMBERT: | would say that we could put

this back on the docket in 90 days after we get...that
w Il give the committee three nore neetings and
certainly they should be far down the road by then.

BRUCE PRATHER: M. Chairman, could | make a

comrent ?

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: The one problem..| nean, we

coul d put these things on paper. The big problemthat I
can see that we have going forward is in the event the
conpany cannot drill the length of that |ateral because
of mnechani cal problens or sonething downhol e that they
can’t drill it that far and that deep. That’s when we
start running into these overlaps or stranded acreage.
W can pretty much...if nmade a big rectangle out of this

thing, it would pretty nuch work. The big problem. .|




mean, it’s kind of like you don’t know what’s going to
happen in the future. If these things don’t go out the
complete length of your lateral, then we’re going to
have stranded acreage out on the end of them | can see
that...l nmean, it may occur and it may not.

MARK SWARTZ: You <can’t be massaging the

boundaries down the road because what if your Ieg
doesn’t get to the guy that participated, are you going
to tell him that he’s out of the unit? I don’t think
SO. You know, so...|l nean, you know, we need to...we
need to devise a plan for these units---.

BRUCE PRATHER: Yeabh.

MARK SWARTZ: ---collectively that |ooks |ike

it’s reasonably fair taking into consideration all of
the balls that you’ve got in the air and then go with
that. Whether it’s, vyou know, skewing a set of
uniformed units on a 45 degree angle or it’s something
else or 1it’s allowing units to overlap. I don’t know
what the solution is, but, you know, | since that, you
know, what you’re trying to get is what is a reasonable
way to approach these conplicated issues that gives a
fair outcone to...to everybody and, you know, if you
need another 90 days to...I assume that’s what the

comrittee is trying to do. If you need another 90 days




to get a little further along in the process, you know,
we can...we can deal with that.

BUTCH LAMBERT: Can we continue this until June

and that discussion that you just had with M. Prather
s exactly the discussion that the commttee needs to
hear ?

MARK SWARTZ: That woul d be great.

BRUCE PRATHER Could we make sure you have a

CBM representative at the next Board neeting?

MARK SWARTZ: We’re listening to you all. My

recommendation...I don’t...you know, I’'m not the boss of
CNX. | can only tell themthat, you know, it would be a
good idea if you did sonething, you know. So, | wll

send t hat nessage, yes. Yes.
BRUCE PRATHER: I’d appreciate it. Thank you.
MARK SWARTZ: You may say Jereny.
BUTCH LAMBERT: So, that docket item wll be

conti nued until June.

MARK SWARTZ: Ckay. | think M. Kaiser up next.

BUTCH LAMBERT: And we’re calling item number]

el even, a petition from EQlr Production Conpany for the
establ i shment of a 480 drilling unit for the drilling of
hori zontal conventional gas well. This is docket nunber

VGOB- 11- 0125- 2898. Al parties wishing to testify,




pl ease cone forward.

JIM KAISER M. Chairman and Board nenbers,

EQT...Jim Kaiser representing EQT Production Conpany.
We’d ask at this time that this petition be withdrawn
fromthe docket.

BUTCH LAMBERT: That item will be wthdrawn.

Moving to itemthirteen.

TIM SCOTT: V. Chai r man, V. Kai ser has

requested to go ahead of us so that he doesn’t have to
hang around after lunch and | agree. It will be itemn
nunber fourteen.

JI M KAI SER: R ght.

BUTCH LAMBERT: Si xt een?
TI M SCOI'T: Fourt een.

JI M KAI SER: Fourt een.

TI M SCOTT: Yes, sir.

JIM KAl SER: And, Mr. Chairman, we’re going to

ask that item fifteen be continued. Range Resources is
going to ask that itemfifteen be continued until April.
BUTCH LAMBERT: April ?

JI' M KAI SER: Yeah.

BUTCH LAMBERT: Docket item nunber fifteen, a

petition from Range Resources-Pine Muntain, Inc. for

the establishment of a 320 acre provisional drilling




unit RR2917 for the drilling or horizontal conventional

gas well, docket nunber VGOB-11-0315-2917 wll be
Continued until April. We’re calling docket item number
fourteen. A petition from Range Resources-Pine
Mountain, Inc. for the establishnment of a 320 acre
provisional drilling unit RR2916 for the drilling of a
hori zontal conventional gas well, docket nunmber VGOB-11-

0315-2916. All parties wshing to testify, please cone
f orwar d.

JIM KAISER M. Chairnan, Jim Kaiser and Phil

Horn and Gas Jansen for Range Resources-Pine Muntain.

BUTCH LAMBERT: You may proceed, M. Kai ser.

(Phil Horn and Gus Jansen are duly sworn.)

BUTCH LAMBERT: Now, you nay proceed, M.

Kai ser .

JI' M KAI SER: Thank vyou.

PH L HORN
having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. Horn, could you state your nane for

the record, who you’re employed by and in what capacity?




A My name is Phil Horn. I'm land manager
f or Range Resources-Pine Muntain, Inc. One of ny job
descriptions is to try to get these wells permtted and
drill ed.

Q And would it be your testinony that all
parties...that being all oil, gas and coal owners have

been notified of this hearing as required by statute?

A Yes, that’s correct.
Q And I’'m passing you our Exhibit B and
the green cards for this unit. Coul d you confirm that

everyone has recei ved notice?
A Yes.
JIM KAISER: Nothing further of this wtness,

M. Chai r man.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may conti nue, M. Kaiser.

QUS JANSEN

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Jansen, 1f you’d state your name for




the record, who you’re employed by and in what capacity?
A Yes, my name 1is Gus Jansen. I’m
enpl oyed by Range Resources-Pine Muntain, Inc. as the
manager of geol ogy.
Q And you’ve testified before the Virginia

Gas and QO Board on nunerous occasions as to the

establ i shment of provisional drilling units for the
drilling of conventional horizontal gas wells?

A That is correct.

Q And have you prepared a handout today to

Il lustrate your testinony?

A Yes, | have.

Q Wul d you go through that for the Board
at this tinme?

A Yes. If the Board will refer to Exhibit
AA, which 1is the first page, you’ll see the proposed
unit that we’re seeking today as a provisional unit
| dentified as Range 29-16. It will be the unit in the
red dashed Iine. The map al so depicts the offsetting
hori zontal units that have been previously approved by
the Board to date. We’re continuing to see additional
units in this northwestern area to continue to test and
| dentify various formations for future devel opnent. At

this point in tinme, this area to the northwest is 4




significant step out from our previous drilling, which
has occurred primarily in the D ckenson County area to
t he sout hwest. This wll, again, allow us to continue
to define these additional areas to progress our
hori zont al devel opnent.

Page two is Exhibit BB, again, this is &
representation of the units that we have gotten in the
past. Again, these are the 320 acre square units, which
al |l ow us for a maxi mum di agonal of 4,431 feet and the
di mensi ons are shown on the unit as well as the 300 foot
set back. Again, these are designed to provide for
flexibility to accommobdating and testing in various
formations with the nultitude of geologic structures as
wel | as geol ogi ¢ characteristics.

Page three, Exhibit CC, again, it talks about
some of the requirenments as part of the horizontal
drilling that we’re proposing. The first item there,
again, represents the unit, the 320 acre square unit,
and the following ones are the additional criteria that
we'’ ve employed to facilitate planned horizontal
drilling. Each of the units has a 300 foot interior
wi ndow with a 600 foot standoff from adjacent grid
hori zontal well bores producing from the sanme horizon.

This in there to protect the correlative rights of our




of fsetting units. W also have a requirenent for a 600
foot distance between horizontal wellbore and any

vertical wellbore that may be producing from the sane

hori zon. The unit allows for nultiple wells and/or
| aterals for maximum drainage in all conventional
reservoirs. W also would be able to drill surface

| ocations inside or outside of the unit so long as the

production cones fromw thin the unit as laid out.

Exhibit DD, the next page, is a typical...is a
typi cal horizontal well plan. Again, the horizontal
well drilling will be subjected to the current Virginia

Division of Gas and Q| casing requirenents simlar to
vertical wells. The attached plan is an exanple of a
Lower Huron well. You will see the various types of
casing strings that would be enployed including a
surface casing, which would protect the fresh water
zone. W also have a coal protection zone in there...or
coal protection casing to protect the coal seans in the
area as well as production casing to facilitate the
conpl etion of the well.

Finally, the last page, it sort of sunmarizes
t he benefits that we see fromthe horizontal drilling in
Southwest Virginia. Again, we’ve talked about the

working interest owners and royalty owners and the




county will benefit from maximizing production. We’ ve
testified in the past that vertical wells typically
in...for exanple, in the Lower Huron shale formation are
not economc by thenself. This is a way to extract that
resource and maxim ze that production. The hori zont al
drilling will pronote the conservation of the gas
resource and prevent waste nore effectively extracting
this resource. By drilling these horizontal |aterals,
we’ 1l be able to get underneath areas that are otherwise
unaccessible from the surface to again nmaximze the
resource. W feel like we will have less inpact on the
coal by clustering wells on a pad and being able to use
multiple locat...drill holes on a single pad. Thi s
would also result in a potential...less potential
surface di sturbance. Again, be allowed the square units
that we’ve proposed in the past does allow for no
st randed acr eage.

JIM KAISER Nothing further of this w tness at

this tinme, M. Chairnman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JIM KAI SER: el |, maybe just one quick

| nformational question, | guess, of M. Horn.




PH L HORN
DI RECT EXAM NATI ON RESUVES
QUESTI ONS BY MR KAl SER

Q M. Horn, would this...the acreage for
this proposed unit, would it be acreage that Range
Resour ces- Pi ne Mount ai n acqui red from Chesapeake
Appal achi a?

A That’s correct.

BUTCH LAMBERT: Anything further fromthe Board?

BRUCE PRATHER: I’ve Jjust got a comment, Mr.

Chai r man.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: | see that in your Exhibit CQ

vou say you’re 600 feet from any horizontal wellbore and
any vertical well producing seam horizon. How did you
cone up with the 600 feet?

@QJS JANSEN: That was...sort of when these

hori zontal wunits were first proposed in the early
neetings that we had with the Dvision of Gas and QO
the 600 feet sort of canme fromthe 300 foot setback that
you woul d have had in both units and that’s what---.

BUTCH LAMBERT: On both units.

QUS JANSEN: ---hel ped defined the 600 foot




set back.

BRUCE PRATHER The one thing about it is that

(i naudi bl e) nmaybe even having it a little further than
that to take advantage of potential zones up in the
shal | ow horizon in your seven inch. In the event your
horizontal wells don’t work out, you’ve got that to fall
back on. When vyou’re drilling wells right on top of
other conventional wells, 200 foot away there’s not a
possibility of anything up the hole that’s going to
benefit you. You know, I just...that’s my pet peeve.

QJS JANSEN: That is a plan and consideration

that we take into account and we try to have that as a
fall back position in nost cases that we have the
opportunity and we’ve cone before the Board in the past
to actually convert sone horizontal wells back to a
vertical well---.

BRUCE PRATHER: Yeah. Ckay.

@QJS JANSEN: ---to maxim ze that production.

BRUCE PRATHER: Yeah. Thank you.

BUTCH LAMBERT: Any further discussion fromthe

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.




Bl LL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT: Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Kaiser. It’s

appr oved.

JI' M KAI SER: Thank you.

BUTCH LAMBERT: (I naudi ble) for |unch.
JIM KAISER: Sir?
BUTCH LAMBERT: | was asking M. Scott if...are

yours the next one, M. Scott?

BRUCE PRATHER: What was thirteen? 1Is that the

one that we haven’t---?
MARY QUI LLEN: That’s Mr. Scott’s.
BUTCH LAMBERT: That’s Mr. Scott’s.

PH L HORN: We skipped it.
MARY QUI LLEN: Yeabh.
BRUCE PRATHER Ckay.

JI M KAISER: Do you want to do thirteen and then




CNX?
TIM SCOTT: I'1l do whatever you want to do.

BUTCH LAMBERT: Well, we...l have five mnutes

until noon. So, we’ll go ahead and break for lunch and
we’1ll resume at 1:00 o’clock.
(Lunch.)

BUTCH LAMBERT: TIt’s 1:00 o’clock. It’s time

for us to resume our proceedings. At this time, we’re
calling docket item thirteen, a petition from Range
Resour ces- Pine Mountain, Inc. for the establishnment of a
drilling unit and pooling for conventional gas well V-
530300, docket nunber VGEOB-11-0215-2915. Al parties
Wi shing to testify, please cone forward.
TIM SCOIT: Tim Scott, @Gus Jansen and Phil Horn
and Jerry Conpton for Range Resources-Pine Mountain,
| nc.

(Jerry Conpton is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Scott.

TI M SCOI'T: Thank you.

PH L HORN

having been duly sworn, was examned and testified as




fol | ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOIT:

Q M. Horn, would you please state your
name, by whom vyou’re enployed and what your job
description is?

A My name is Phil Horn. I'm land manager

f or Range Resources-Pine Mountain, Inc.

Q Are you famliar with this application?
A Yes, | am
Q And this unit is subjected to statew de

spacing, is that correct?
A That’s correct.
Q So, it contains a 112.69 acres, is that
al so correct?
A Correct.
Q Range Resources has drilling rights in
this unit, is that right?
A That’s right.
Q Now, we have one respondent, correct?
A That’s correct.
Q And we’re not going to dismss hin
today, is that right?

A That’s correct.




Q kay. Have you attenpted to reach an
agreenent with hinf

A Yes, we have.

Q What percentage of the unit does Range
Resour ces have under | ease presently?

A 96. 26%

Q And how would notice of this hearing
provided to the parties listed on Exhibit B?

A By certified mail and also it was

published in the Dickenson Star on February 18, 2011

Q Now, this was continued from |l ast nonth
ri ght?

A That’s right.

Q Because we had a publication issue, is
t hat right?

A Yes. The paper didn’t publish it.

Q And we don’t have any unknown owners, 1is
t hat right?

A That’s correct.

Q And we have no conflicting interest
because it’s a conventional wunit. So, we don’t have

any...we don’t have any need for an escrow, is that
ri ght?

A That’s correct.




Q Now, we filed a proof publication and
mai | certification wwth the Board, is that correct?

A Yes, you have.

Q And Range Resources is authorized to
conduct business in the Commonweal t h?

A That’s correct.

Q And a bl anket bond is currently on file,
Is that right?

A That’s correct.

Q Now, if you were to reach an agreenent
with M. Ball, what terns would you offer hinf

A Twenty-five dollars per acre sign on
bonus for a five year lease that provides for a one-
ei ghth royal ty.
Q kay. Do you think this is fair
conpensation for a | ease?
A Yes, | do.
Q And, again, we have one respondent.
What’s the percentage of the o0il and gas estate that
we’re seeking to pool here today?
A 3. 74%
Q Now, if...any order t hat woul d be
entered by the Board has certain elections that are

provided to the respondents, is that right?




A That’s correct.

Q And if those elections are nade, what
woul d be the address that woul d be used?

A They need to send themto me, Phil Horn,
Range Resources-Pine Muntain, Inc., P. O Box 2136,
Abi ngdon, Virginia 24212.

Q And t hat woul d be for al |

cor r espondence?

A That’s correct.
Q So, you’re asking the Board to pool the
parties listed...the parties respondent Ilisted on

Exhibit B-3, is that correct?
A That’s correct.
TIM SCOTT: That’s all I have for Mr. Horn.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.

QUS JANSEN

having been duly sworn, was examned and testified as
f ol | ows:

Dl RECT EXAM NATI ON

QUESTI ONS BY MR, SCOIT:

Q M. Jansen, would you please state your




A

Q

Is that right?
A
Q

proposed wel | ?

A
feet .

Q

A

Q
preparation of
ri ght?

A

Q

A

Q
this well?

o > O »

name, by whom you’re employed and your job description?

Range Resources-Pi ne Mountain as the manager of geol ogy.

My name 1is Gus Jansen. I’'m enployed by

Are you famliar with this application,

That is correct.

And what’s the total depth of this

The proposed depth of the well is 5,308

And the estimted reserves?
350 mllion cubic feet of gas.
| believe you also participated in the

the AFE that was submtted, is that

That 1s correct.
So, you’re familiar with the well costs?
| am

What’s the submtted dry hole costs of

$276, 513.
And the conpleted well costs?
$502, 412.
As | asked earlier, we submtted the AFH




that was signed to all parties before...with our
application, is that right?
A That is correct.

Q And does the AFE include a charge for

super vi si on?

A Yes, it does.

Q And that’s a reasonable charge, 1in your
opi ni on?

A Yes, it is.

Q So, in your opinion, if this application
Is granted, it wll protect the correlative rights,

prevent waste and pronote conservation, is that right?
A That is correct.

TIM SCOIT: That’s all I have for Mr. Jansen.
BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have.
BUTCH LAMBERT: Do | have a notion?
MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?

(No audi bl e response.)




BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Scott.
TI M SCOI'T: Thank you.

BUTCH LAMBERT: kay, |adies and gentlenen, due

to scheduling conflicts, we’re going to adjust the
docket a 1little further. We’'re going to be calling
docket item nunber twenty-seven, which is a petition
from CNX Gas Conpany, LLC for pooling of wunit J-74,
docket nunber VGOB-11-015-2929. Al parties wshing to
testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.
MARK SWARTZ: Thank you.

ANI TA DUTY

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, could you state your nanme for us,




pl ease?

A Anita Duty.

Q And I'm going to remind you that you’re
still under oath.

A Ckay.

Q Who do you work for?

A CNX Land Resources.

Q And this 1is a pooling application,
correct?

A Yes.

Q And it is a unit in the Nora Field?

A It is.

Q How many acres?

A 58. 65.

Q kay. And what did you do to advise

peopl e that we woul d be having a hearing today?

A I mailed by certified nmail return
recei pt requested on February the 11th and published the
notice and location map in the Bluefield Daily Tel egraph
on February the 22nd.

Q And have vyou filed your certificates
Wi th regard to mailing and your proof of publication
with Mr. Asbury’s office or are you about to?

A Yes.




Q Ckay. And when it was published in the
paper, what appeared in the paper?

A The notice and | ocation nap.

Q Ckay. We have a |list of respondents in
t he notice of hearing and then also in Exhibit B-3. Do
you want to add anybody to that |ist today?

A No.

Q Do you want to dism ss anyone?

A No.

Q The applicant is CNX Gas, correct?

A Yes.

Q Is the applicant a Virginia Limted
Li ability Conpany?

A It is.

Q Is it registered to do business in the

Commonweal t h?

A Yes.

Q Has it registered wwth the DMVE?

A It has.

Q Does it have a bl anket bond on file?

A Yes.

Q And who is it that the applicant is

requesting be the designated operator if this pooling

application is approved?




A CNX Gas Conpany.
Q Ckay. What interest has the applicant
acquired and what is it that it’s seeking to pool?

A We’ve acquired 100% of the coal owner’s
claim to CBM, 92.6808% of the o0il and gas owner’s claim
and we’re seeking to pool 7.3192% of the oil and gas
cl ai m
Q kay. Have you provided a...any
i nformation with regard to the proposed wel | ?

A Yes.

Q And in that regard, first, is it shown
on the plat map?

A Yes.

Q And it’s within the drilling window, is

t hat correct?

A Yes.

Q Ckay. Is it afrac well?

A Yes.

Q And what’s the cost estimate with regard

to this well ?

A $234, 408. 03.

Q And does it have a permt nunber?
A $11, 175.

Q And what’s the total depth?




A 2,153 feet.

Q | s escrow required here?

A Yes, for Tract 2.

Q Is that the result of conflict?

A Yes.

Q And everybody is accounted for in terns

of addresses and nanes?

A Yes.

Q Are there any split agreenents?

A No.

Q Is it your opinion that drilling a frac
well in this Nora unit is a reasonable way to produce

t he coal bed net hane?
A Yes.
Q Is it your opinion that conbining a
pooling order pooling the respondents with the | easing
and acquisition efforts of CNX Gas Conpany w il indeed
protect the correlatives rights of all owners and
cl ai mant s?

A Yes.

Q Wat are the |lease terns that you woul d
of fer and continue to offer to the respondents here?

A Five dollars per acre per year with a

five year paid up termand a one-eighth royalty.




MARK SWARTZ: I think that’s all I have, Mr.

Chai r man.

BUTCH LAMBERT: Any questions fromthe Board?

BRUCE PRATHER: Mr. Chairman, I’ve got a

gquesti on pl ease.
BUTCH LAMBERT: M. Prather.
BRUCE PRATHER  Qur narrative says that...

reflects that GeoMet Operating Conpany owns or has under
| ease 100% of the coal estate or 58.65. Do you have a
subl ease from GeoMet. 1Is that what we’re working under?

ANI TA DUTY: | think you may be |ooking at the

W ong.

BRUCE PRATHER: Twenty-seven.

MARY QUI LLEN: Yeah, that’s what it has in

our - --.

BRUCE PRATHER: Narrati ve.

MARY QUI LLEN: ---narrative.

BRUCE PRATHER: It says...the narrative reflects

GeoMet (perating owns and has owned or |eased 100% of
t he coal and 92% of the gas estate.

DAVI D ASBURY: That’s our mistake, Mr. Prather.

BRUCE PRATHER: Oh, that’s yours. Okay.

MARK SWARTZ: Nobody gives that to us. That'’s

secret. That’s why we were confused.




Boar d?

Dye. )

drilling w ndow?

Any further discussion?

sayi ng yes.

BRUCE PRATHER: | amtoo. Ckay.

SHARON Pl GEON: We have it and we’re confused.

BRUCE PRATHER: Okay. Thank you.

BUTCH LAMBERT: Any other questions from the

SHARON PIGEON: Did you say this was in the

ANI TA DUTY: Yes.

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?
MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

(Al'l menbers signify by saying yes, but Katie

BUTCH LAMBERT: QOpposed, no.

KATI E DYE: I’11 abstain.

BUTCH LAMBERT: One abstention, Ms. Dye.

Calling docket item twenty-eight, a petition from CNX




Gas Conpany, LLC for nodification of an GCakwood | Field
Rules to allow for nore than one coal bed gas well to be
drilled within each of the 80 acre units identified,
docket nunmber VGOB-93-216-0325-23. Al parties w shing
to testify, please conme forward.

MARK SWARTZ: Mark Swartz and Anita Duty and

Jeremy Hayhurst. We’ve got some exhibits.
(Exhibits are passed out.)
BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane for
nme.

A Anita Duty.

Q I’11 remind that vyou’re still under

oath. Do you understand that?

A Yes.

Q Ckay. Who do you work for?
A CNX Land Resources.




Q I’'m going to cover some Jjurisdictional
| ssues with you. This is an application to nodify the
Cakwood | Field Rules with regard to sone units that

vou’ve identified by number, right?

A Yes.

Q And the point of this would be to allow
operators to drill nore than one well in each of these
uni ts?

A Yes.

Q A total of two, correct?

A Yes.

Q kay. And in order to advise people who

m ght have an interest in these units that there was
going to be a hearing today, what did you do in that
regard?

A I mailed by certified nmail return
recei pt requested on February the 11th and published the
notice and location map in the Bluefield Daily Tel egraph
on February the 22nd.

Q Ckay. And have you provided or are you
about to provide vyour certificates with regard to
mai | i ng and proof publication to M. Asbury?

A | have.

Q Ckay. And when you published, was the




notice published as well as the map sort of overlying
the units that were going to be affected on a portion of
a map of the Commonweal th of Virginia?

A Yes.

Q Ckay. Do you want to add any folks to

the |ist of respondents that you listed in the notice of

heari ng?
A Yeah.
Q Do you want to dism ss any?
A No.
Q kay. Dd you provide in your

application sort of a netes and bounds boundary of these
units according to the Virginia State Pl ain Coordinates?
A Yes.

Q And you’ve also listed them by name as

units within the Gakwood Fi el d?

A Yes.

Q And the first collection totals how many
acres?

A 1, 039. 4.

Q And then the second group total s?

A 320. 3.

Q And with regard to the details of the

second...of the locations and so forth wth regard to




the second well, in the past we have asked that the
order reflect that they be set off by at least | think

it’s 600 feet, is that right?

A Yes.

Q And that the second well nust be in the
drilling wndow, is that correct?

A Yes.

Q And you’re requesting that both of those

restrictions be in any order approving this application?
A Yes.

MARK SWARTZ: That’s all I have of Anita.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Swartz.

JEREMY HAYHURST

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Jereny, you need to state your nane for
us, again.

A Jereny Hayhurst.

Q You’re kind of getting a work out today.

A Yes.




Q Okay, good. And we’ve heard your
qualifications earlier today. Just to recap, you’'re a
gr aduat e. You have an undergraduate degree and a
Master’s Degree, correct?

A That’s correct.
Q And you’ve worked for, I think, seven

and a half years for CNX?

A That’s correct.

Q And your role for themis what?

A Supervi sor of reservoir engineering.

Q And that’s at the present time. Before
t hat, what did you do?

A Just reservoir engineer.

Q Ckay. Have you put together a packet of

exhi bits for the Board with regard to this request for

some additional infill units?
A Yes.
Q Qoviously, the first page is the title,

right? And have you...have you attenpted to actual
results of other wells that you’ve drilled in
Cakwood. . .in Cakwood units?

A That’s correct.

Q Ckay. And have you used that data in

preparing sone of the additional pages of this report?




A Yes.

Q kay. |If you could, would you sunmari ze
for the Board what you did to develop the information
that you’re sharing with them and what you found as a
result of your efforts?

A Wat | did was took wells in the
vicinity of the wells surrounding it proposing to dril
a second infill well...or an infill well in the unit. |
| ooked at the original well and | did an average. So,

t ook that average and | put it in nmy reservoir nodel and
ran sinulations taking into account gas contents and
coal thickness. | history matched to get the perm
Then | also put a second well in the unit, you know, at

a point in tine and it would be different based on the

well that you’ re looking at. But, you know,
specifically what | did here was |like five years in
advance after that original well was drilled. So, |
wanted to see what initial recovery a single well in the
unit would get and what an additional well in the unit
woul d get and see what the delta would be. Each bore
shows the averages that | canme up with for the wells in
the vicinity. The blue are infill wells in that area

and the red are sone of the original wells in the unit

surrounding the units we’re coming to the Board today




for.
Q Before we move off of page four, I'm
assum ng that you have sonehow tine adjusted the

production to get it back to a conmmon starting point?

A That is correct.

Q And the red line is the original well?

A That is correct.

Q So, If we were to look at nont h

one...you know, nonth one to four we would see where the
original well canme in, right?

A Yes.

Q And if we conpare that to where the
collection of infill wells come in, it’s obvious that it
canme in a little bit better?

A That’s correct.

Q And indeed continue up on a different..
on a different projectory than the original wells,
correct?

A That’s correct.

Q And does this graph, in your opinion,
show an affect on the original wells that is driven by
t he second wel | ?

A Yes. If you look at around nonths

thirty-seven, which is the distance between your...the




end of your blue line, which if your infill curve and
the end of your red line at the end of your chart. So,
that delta there is 30 months. So, if you go to...it’s
actual |y 35 nonths. If you go to 30 nonths into your
original well’s life and you look from there forward,
you actually saw an inpact of about 17 nctf a day, which
s, you know, approximately 500 mllion cubic feet for
t he nonth. So, we saw an inpact due to drilling the
infill well. The infill well was higher because we was
nostly dewatering already and we accelerated that
dewat eri ng portion. W accelerated the desorption.

Q And also it looks like your curve my

have been enhanced on the...on the initial well as well?

A Yes.
Q kay. These go out to your in Iline.
Basically, 1t’s about...it goes out to about 8 years. A

little over...a little over 8 years, a 106 nont hs.

A That’s correct.

Q Al right. The next chart, nunber five,
what . . . what do we see here?
A This shows the reserves we would have
gotten if we had only drilled one well in the unit and
that is 860 mllion cubic feet.

Q Also, I'm interested...you’ ve




got...actually, you have two |ines on here.

A Yeah, the Dblue one 1is the actua
production and the red one is the sinulated production
fromthe well in the unit. So, it was history matched
to get to that production.

Q Okay. And, obviously, vyou’ve got the
matching and you’re going out a 100 months. So, about

ei ght years.

A That’s correct.

Q And they agree pretty well here?

A That’s correct.

Q Okay. Go ahead to...I think there’s 4
separate sheet. I don’t know if 1t was...your last

sheet is...what are we show ng here, Jereny?

A This shows a well drilled...an original
well in the unit, which is the red curve. Then if you
wait and drill a second well in the unit five years

| ater, the additional cunulative volune that you woul d
get fromdrilling that second well as opposed to just
having one well in the unit and that two well cunulative
reserve cane up to 1.150 mllion cubic feet or 1.150 bcf
or a 1150 mmcf. The increnental reserves that we get
from drilling an additional well is 290 mllion cubic

feet of gas.




Q Actually, if we sort of |ook at page six
and we Dback that up, 1f we go to 500 months, we’ve
al r eady got that...essentially t hat I ncr ement al

di f f erence?

A That’s correct.

Q So, roughly 40 years or 45 years into it
we’ve achieved---7?

A Yes.

Q ---that goal ?

A Yes.

MARK SWARTZ: I think that’s all I have, Mr.

Chai r man.

BUTCH LAMBERT: M. Hayhurst, let ne...let ne

back you up to sheet nunmber two of your exhibits. \What
do you...what do you nean by results for a 40 acre

infill well? We’re drilling in 80 acre Oakwood---.

JEREMY HAYHURST: When we do---.

BUTCH LAMBERT: Are you splitting the unit and

saying one in one and one in the other? But is that
actually what you’re doing?

JEREMY HAYHURST: Wien we put two wells in the

unit, internally we call it a 40 acre well. Essentially
what you’re...it’s just terminology. It’s just a second

well in the unit. That’s what we were looking at.




BUTCH LAMBERT: I under st and, but is that

actually what you’re doing when you...because we looked
at one earlier where both wells could have been in the
hal f...one-half of the unit, the 40 acres. So, | guess,
vou actually don’t mean what you’re saying here.

JEREMY HAYHURST: That’s correct. I mean, two

wells 1in the wunit, 80 acres, it’s...I mean, we Jjust
divide it by two. But there is some issues in putting
wells optimum and it’s Jjust based on topography and
| and.

BUTCH LAMBERT: Ckay. That leads ne to ny next

question. Don’t really figure where you’re going to
pl ace that well based upon your location and...well, |et
ne ask that another way. |s the location the driver for
where vyou’re going to put that well, terrain |ocation
and how easily you can access that area or is there sone
other logic you use for where you’re going to drill that
wel | ?

JEREMY HAYHURST: It’s mostly land and where we

can acquire a site.

BUTCH LAMBERT: kay. Then that |eads ne over

to page four on your graph. | think we heard you
testify this norning that infill wells you always

Saw...we saw...you were expecting an increase in both




wells over at least a five year period. At nmonth 10,
your second well drops off sharply. At nonth 136, your
first well takes a nosedi ve.

JEREMY HAYHURST: This norning | said you would

see an increase from one to three years and then you
woul d see a flat period fromthree to five

BUTCH LAMBERT: Wel | ---.

JEREMY HAYHURST: It changes by area.

BUTCH LAMBERT: In your nodel then that you said

that you’ve run, how do you account for those drastic
declines all at once? How did you nodel that to cone up
wi th this graph?

JEREMY HAYHURST: 1It’s Jjust a function of

(i naudible) therm and how the wells all produce
comm ngl ed toget her.

BUTCH LAMBERT: What would be your prediction

nonth 140 for your first well, still a sharp decline
| i ke that?

JEREMY HAYHURST: For your first well?

BUTCH LAMBERT: Yes.

JEREMY HAYHURST: Well, this...l nean, this is
an average of everything no nmatter...the well count
doesn’t change. I didn’t trumicate it at 50%.

Typically, when we do type of curves for areas, we




trumcate it at 50% because maybe sone of your origina
wells were a little better than the wells that you
drilled later on in that area. You know, several wells
went into this over a wde range just so | get, you
know, a enough production history.

BUTCH LAMBERT: | understand and that | eads nore

to my question why it’s more important. How come the
sharp decline in month 136? If you’re...if this is an
average over all of your wells than why would one nore
infill well...why would that make such a difference in
t hese sharp dropoffs? That leads ne to the question
that I have on page five where you’re showing a dramatic
| ncrease in your curve all the way through nonth 800 and
it’s still rising, which kind of contradicts to me your
gr aph on page four.

JEREMY HAYHURST: Well, this...page five 1is

curmul ati ve. So, you expect that to go up every tine.

BUTCH LAMBERT: Page four, you told nme just now

was cunul ative, an average of all of your wells.

JEREMY HAYHURST: No, that’s an actual...that’s

t he actual profile of the well.

BRUCE PRATHER: What exactly does that decline

here represent? What does that represent?

JEREMY HAYHURST: That’s Jjust a single well.




The well that produced the |ongest was produci ng down
there. This is a bunch of wells in an average. I don’t
trumcate it---.

BRUCE PRATHER: If that only represents one wel

and the rest of this represents a | ot of wells---.

JEREMY HAYHURST: Exactly.

BRUCE PRATHER: ---then I wouldn’t put that one

there. You’re confusing us.

JEREMY HAYHURST: Well, it’s average. I didn’t

| eave any wells out or trumcate it at 50% So...or

trumcate it at a certain well count. So, this is
showi ng every well and that decline is just based
on...there’s one well in that average that is lower in
nont h 130.

BRUCE PRATHER: I mean...but vyou’re doing an

average overall on that decline curve there. So, why
woul d this one well make it curve and draw 50% at the
end of the---.

BUTCH LAMBERT: Did it go dry and ness up your

aver age or what happened?

JEREMY HAYHURST: It Jjust wasn’t as good of a

pr oducer.

BRUCE PRATHER [|f you put that on your decline

curve here, you’re declining every well that you’ve got




in that profile by 50%
JEREMY HAYHURST: I don’t include that point

when I’'m doing my history match. I only do it through
50%
BRUCE PRATHER: | understand that, but the

information that you’re giving us shows there’s a 50%
drop...decline in production. | nmean, do really nean
t hat or not?

MARY QUILLEN: Is this on---?

JEREMY HAYHURST: It’s just an average. I don’t

use all of that out there to the end when | doing ny
hi story match.

BlILL HARRI'S: Yeah. There was a book witten

years ago called How to Lie with Statistics. I'm not

saying...I’'m certainly not...don’t get me wrong. I'm
certainly not saying...but probably nore representative
woul d be to end this at a 130 nont hs.

JEREMY HAYHURST: That’s correct. But I wanted

to show you all the information that | had.

BILL HARRI S: Then you wouldn’t see that datg

out there that’s confusing everything. I do have one
ot her questi on about that.

BUTCH LAMBERT: M. Harris. | notice that when

we’ve gotten these before, they always tinme shift the




second well going on line back to zero. I’'m not sure if
t hat does everything justice because when you | ook at
the original well and show a little bit of a decline and
t hen you start to show it start to go up again wth that
ot her one overlapping, | think if it were on |line what
20 nmonths later or 30 nonths later, | think you would
really see where...the benefit of that second one is.
It’s sort of masked here when you do that.

JEREMY HAYHURST: | could show t hat.

BILL HARRIS: But | think others have cone

before us and have tinme shifted that second well going
on line back to zero and it leads to a little bit of
confusion because you’re thinking where...visually where
is the benefit in that. It’s just a suggesti on.

MARY QUILLEN. | have just a question. You

said...is this an average...actually the average of the
wells that you have currently operating or this a
statistical nodel?

JEREMY HAYHURST: This is an average of the

exact production for the wells...around these wells that
we’ re trying to get approval on.

BRUCE PRATHER: Mr. Chairman, I’ve got another

questi on.

BUTCH LAMBERT: M. Prather. On your infill




wel | s, average original versus infill, if you |ook at
this curve here you can see this thing right in here and
It went up a little. But this thing is on a decline.
If | was looking at that thing, | could decline that
thing down quite a bit. Now, what | was going to ask
you was about two years ago we had a reservoir in here
and he had essentially the same thing you’ve done hereg
except one thing. Qut past his known control two years
he put a decline in on thing was about 3% and that nade
the thing work for what his conpany wanted the things to
represent. I assume that you’re not going to do that
because it’s on this curve. I mean, as far as I'mn
concerned it’s going downhill pretty fast.

JEREMY HAYHURST: Yeah, it’s going downhill, but

vou’ re just seeing part of the hyperbolic decline---.

BRUCE PRATHER: Yeah. | agree with that. But
It 1s---.

JEREMY HAYHURST: ---which it’s called a curve
out - - - .

BRUCE PRATHER: ---it is a established decline.

JEREMY HAYHURST: That’s correct.
BRUCE PRATHER: Yeah.
JEREMY HAYHURST: But it’s still changing too.

You’re seeing a small portion of that. When you run it




t hrough a nodel you see that changing over tinme until it
gets to an exponential term nal decline rate.

BRUCE PRATHER: Right. Okay.

BUTCH LAMBERT: M. Harris, so that | understand

this, 1f we’re looking---.

BILL HARRI'S: Ch, are you talking to ne?

BUTCH LAMBERT: No, M. Hayhurst.

BILL HARRIS: Ch, | thought you said...| thought

vou said Harris. I’'m sorry.

BUTCH LAMBERT: Looking at your exhibit on page

four, average original versus infill well. I n | ooking
at that graph, what you have told us is that is an

average of...and you’re estimating how many wells?

JEREMY HAYHURST: 50 to a 100. I don’t know

exactly what nunber | used. But it was...say 75.

BUTCH LAMBERT: So, you run the model and don’t

remenber how many wells you used?

JEREMY HAYHURST: | did an average of them so |

could run the...so | could run the nodel and do a
hi story match, you know. It has been a couple of weeks
ago. I've pulled all the date together to see how many
wel | s---.

BUTCH LAMBERT: Okay. Let’s say for discussion,

you used 75 wells, okay, between 50 and 100. What you




testified is that what we’re looking at approximately at
nonth 103...between nonths 106 or sonewhere in that
area, that sharp decline represents only one well.
That’s why that’s there. I think that’s what | heard
you say.

JEREMY HAYHURST: At the end of the red curve?

BUTCH LAMBERT: No, at the end of the blue curve

i n that decline.

JEREMY HAYHURST: That...the red one represents

one well, the sharp change.

BUTCH LAMBERT: Well, I'm going to get to that

one in a mnute. But the decline in the blue...in the
blue curve, which 1is the infill well that vyou’re
telling...testifying that’s here today that this infill
well is going to help you with production. But at nonth
103 or 106 it takes a sharp decline. Now, is that the
average of infills that you’ve seen to date or are you
telling us that’s the well that you proposed to...that

vou’ re asking us to approve to drill?

JEREMY HAYHURST: The future is a representative

of the past. It should be a representative of the well
as it drills as long as everything else is the sane.

BUTCH LAMBERT: That well ?

JEREMY HAYHURST: Yes.




BUTCH LAMBERT: That well? So, you conclude

t hat you broke out one well out of this entire average?

JEREMY HAYHURST: No, | used all of these in ny

nodel because there variability in production even with
t he sane coal thickness and the sane gas content.

BUTCH LAMBERT: Okay. So, then what you’'re

telling us 1s that at that period in time if vyou’re
averaging all of your infill wells you’re going to see a
sharp decline in and around nonth 103 out of those
infill wells?

JEREMY HAYHURST: Do you nean fromthere forward

or---7?

BUTCH LAMBERT: No, I’'m asking from that...I’m

saying from that date, we’re going to see a decline and
we can expect a decline from nonth 106 forward fron
infill wells?

JEREMY HAYHURST : Yeah, and it’s...1it’s

consistent with the decline that you see paired to that.
That’s what history matching does.
BUTCH LAMBERT: Uh-huh. | under st and.

JEREMY HAYHURST: Your nodel...your nodel the

decline that you’ve seen the date with —reservoir
perinmeters that you know.

BUTCH LAMBERT: Okay. Now, let’s move to the




red...to the red curve. At month 133, what you’re
sayi ng...what this graph represents is the one well that
shows a dramatic decline and not the average of all of
the wells?

JEREMY HAYHURST: That’s correct.

BUTCH LAMBERT: And ny question is, how cone you

put that one well in there in such a sharp decline and
what will that...what will vyour model that you’re
projecting for your return on investment, what’s going
to happen fromnonth 133 and 136 on that? Are you goi ng
to continue to see that sharp decline?

JEREMY HAYHURST: My decline on...in the node

Is consistent with the decline that you see where you
have a significant well count. | history matched to
where | have a significant sanple size representative of
al | of the wells.

BUTCH LANMBERT: Then why...then why did

you...why do we have that...why did you stick that one
well in there to show a sharp decline in that well?

JEREMY HAYHURST: Just to show you the average

of everything together. I’'m not excluding anything when
I'm showing you the graph. I can take it out.

BUTCH LAMBERT: I'm I...I'm I the only one on

the Board that’s confused?




MARY QU LLEN: No, I...l1 think you’re saying

that you have one well on the red, but that’s only on

one well, but you’re saying this 1is an average. But
then you’ve singled out one well. The same thing with
the infill well, the blue, you said that...he asked you

I f that was just one well that you singled out |ike you
did with the original well or was that an average and

yvou said, no, that’s the average.

JEREMY HAYHURST: It 1is the average. Just

because the other wells don’t run as long, my average
that | can calculate the rate changes because I don’t
have the sane nunber of wells producing...the sane
anount of ki nd.

BILL HARRIS: I understand. I think what’s

happening, there is a difference...not all of the wells
went online at the sane tine.

JEREMY HAYHURST: Correct.

BILL HARRI S: And---.

MARY QUI LLEN: But that’s not the question.

That’s not the question---.

BRUCE PRATHER: He has accounted for that back

here at the front.

MARY QUI LLEN: ---when they went online. Why

would you single out one on...when you’re saying you’re




doi ng an average on the original well, but you’re just
doing the average on the infill well? That’s---.

JEREMY HAYHURST: It’s on the average on both.

The average here is both, infill and original.

MARY QUI LLEN: But you said that was just one

wel | ?

JEREMY HAYHURST: At there at that point in

time, that’s one well representing that point.

MARY QUI LLEN: That’s my question. Why?

JEREMY HAYHURST: Because only one produced for

A 136 nont hs here.

MARY QUI LLEN: M. Lanbert---.

BRUCE PRATHER: s that for i nf or mati onal

pur poses?

BUTCH LAMBERT: | think M. Swartz is going to

cl ear it up.

MARK SWARTZ: Well, I'm going to take a shot at

this.
(Laughs.)
MARK SWARTZ: These wells were not all drilled

at the same tine.
MARY QUI LLEN: Ri ght.
MARK SWARTZ: Ckay. So, this red dot here is

one well Dbecause it’s the oldest well and there was




nothing to average it wth. Now, if you were going to

look at the decline curve of this well it wouldn’t drop

from her, it would be...it would be cut...if we were
j ust looking at this one well, it would be com ng down
gradually over time. Something didn’t happen in that

nonth to cause this to go down. \at the problem that
vou’ re having with the blue line and the red line, there
is a point at which the number of wells that you’re
aver agi ng goes to one or zero and that...when you get to
the end of the path here and what...you know, what
Jeremy 1s trying to tell you is, that’s the data he was
using. Back here, this well, whatever it was doi ng was
In the red average. But when you get to the end of the
line and you’re down to hardly any wells 1in your sample
to average, vyou’'re going to get some weird looking
results, which 1s why he’s focusing you to the middle.
I don’t know if this has been helpful or not. But the
sane thing applies to the blue. | nean, you get to the
end of the day here, these weren’t all drilled at the
same time and you’re getting down to either one well
stand al one or a couple of wells. But I wll say the
assunption that is troubling M. Lanbert, this last well
didn’t plunbed that day. | mean, if we took this well

by itself we would plot a much nore gentle nove to that




point but because there’s nothing to average it with it
at that point in time, he’s Jjust reporting that volume
for that month into the...I don’t know if this helps or
not, but that’s why---.

MARY QUI LLEN: Exactly. The high vol une

producers pulled up the | ow volune producers to get that
aver age.

BRUCE PRATHER: Why put it on your graph?

MARY QUILLEN. But why would you put it on

there? Yeah, that’s---.

MARK SWARTZ: Because. . . he answer ed t hat

questi on. You kept asking that. He said because he
wanted all of the data on the graph. He was averagi ng
that well into the line, the whol e distance---.

BRUCE PRATHER: See as far as I'm concerned

yvou’ ve put everyone of the wells on the first nonth of
producti on back here because these...these...that first

nonth in here, these things are all paralleling each

other. In other words, there’s not a well coming in
here and one here and here. So, you’ve taken care of
the time sequence that’s in this thing. So, I kind

of...I mean, the only thing that I’11 say about what has
been done here, this was unnecessarily put in here.

JEREMY HAYHURST: Well, | could have trum cated




It at a certain well count. It just depends on what you
think is a valid statistical sanple size.

BRUCE PRATHER: I mean, as far as I’'m concerned

that is not the average...that’s not the average---.

BUTCH LAMBERT: Well, that’s not us to determine

it. That’s his. That’s just to go back to Mr. Harris’
book.
MARK SWARTZ: Well, the problem is...l nean,

there would be, Jereny...|l nean, if you were to apply
| ndi vidual wells, there would be sone that would be up
her e.

JEREMY HAYHURST: Oh, vyeah. There’s a wide

range- - - .

MARK  SWARTZ: So, I nean, what you’'re

getting...you know, you’re getting an average and at the
end of the day 1f you’re down to one well, you’re going
to be at whatever the value that well was on that nonth
and that’s...you know, so why did you put it in there,
you know, because it was in the average. | nean, in the
average that we started the exercise with and when we
ended the average that was the only piece left. | nean,
yeah, it looks wild, but within the context once you get
to a tiny little sanple the reliability, which he has

been telling you, you know, goes down. So,




guess...you know, in retrospect | wsh we had hidden

that one from you all, but it’s in the average.

SHARON PIGEON: Well, if you look at the

beginning point of the red and the ending point,
di sregarding the line there, it’s still upward graph.
MARK SWARTZ: I'm sorry?
SHARON PIGEON: If you |ook at the beginning

point in the red and the ending point in the red, it’s
still an upward graph.

BUTCH LAMBERT: And that’s a good point, but,

however, you can’t...you can’t draw the conclusion from
addi ng the second wel| because of that increase because
I f you look at the graph with the single well it shows
an i ncrease in the single graph.

SHARON PI GEON: The sane thing, yeah.

BUTCH LAMBERT: It shows the sane thing. So, |

guess, the testinony that we heard this nmorning and what
your...the testimony that you’re providing right now,

I’'m not so sure that it matches.

JEREMY HAYHURST: Well, | | ook here and | see at
nonth 22 that that well is...that production is starting
to flatten out. Wen | put an infill well in in nonth
34, | see an increase of 500 mllion a nonth. 500

mllion a nonth on a daily rate of 17 mllion cubic feet




a day or 17 ncf a day per well on an average that |
I ncline when started drilling original wells.

BUTCH LAMBERT: I don’t disagree. But vyour

chart for an individual well shows that...shows that
t 00.

MARK SWARTZ: Well, you’ve got to compare the

i ndi vidual well chart to the two well chart and see

where they end up and there’s another 290 million. I
nean, that...|l agree with you about this Iline, but
drilling this second well throws the cunulative

production off through the sane period of tine and
actually hits the projection, you  know. The
di fferential way before. So, it adds another 290.

BRUCE PRATHER: See the big problem that you’ve

got with this thing is that you’re adding this onto the
average and if | took ny average out here at 136 | woul d
have a 50% decline 1in that production and that’s not
what your average is showng. | nean, | understand what
It Is---.

JEREMY HAYHURST: But I don’t honor that.

BRUCE PRATHER: ---but from 3 and a half

million down to about 16 that’s about a 50% decline in
one year or one nont h.

MARK SWARTZ: We haven’t plotted that well, so




we don’t know where it has started, you know. | mean,

vou’ re making an assumption that could be true, but it

coul d be wong. | nmean, this could be a really crummy
wel |l that never got up to the line and is in the
average. I mean, I don’t know.

JEREMY HAYHURST: Mre than likely it did

because you see a lot of high wells and a lot of |ow
wells that go into this average.

BILL HARR S: And that just happened to

be...that | ow well happened to be online I onger---.

JEREMY HAYHURST: The one that produced the

| ongest .

BUTCH LAMBERT: Ckay. Anot her question about

chart, page five. You say cumul ative reserves 860 mncf.
If I'm looking at your notice in item number eight and
it says estimted reserves in each OGakwood wunit
identified above, you’re listing 125 to 550 mmcf, what’s
t he...what’s the difference?

JEREMY HAYHURST: I didn’t put that in an

notice. I can’t answer that.

SHARON PI GEON: Whi ch one do you support?

JEREMY HAYHURST: Thi s one right here.
SHARON PI GEON: 8607

JEREMY HAYHURST: Yes.




SHARON Pl GEON: You say the...from your

experi ence as an engi neer, you say the 860 is closer to
what you shoul d see?

JEREMY HAYHURST: That’s correct. I mean, I...I

actually took this...a second step and nmatched it to our

reserves, which are audited by an engineering firm in

Texas and ny results matched theirs within 2% So, | at
| east at sone confidence that what | nodeled here and
what | history matched had sone viability because it

mat ched an i ndependent firns audit of it.

BUTCH LAMBERT: Do you know where the 120 and

550 figure may have cone fron?

JEREMY HAYHURST: I don’t know.

BUTCH LAMBERT: Ms. Duty, would you---7?
ANI TA DUTY: That probably just what we used the

| ast tine. Where we had to file these before Jereny
actually runs his reserve analysis we use our previous
esti mate?

BUTCH LAMBERT: Thank you.

BRUCE PRATHER: Could | make one nore comment ?
BUTCH LAMBERT: M. Prather. | assune that what

vou’ re talking about incremental reserves, that 1is
running it out to its economc limt. In other words,

the amount of gas that vyou’re getting and the anount




vou’ re getting for it are =zero. So, there’s no longer
any need to run the well. So, you plug it. I s that
what we’re actually looking at out her at about 750
nmont hs?

JEREMY HAYHURST: That’s actually running the 65

vears. This doesn’t have an economic limit into it. If
vou look at the economic limit of the first well, you’ve
probably seen more incremental reserves than the one I'm|
showi ng you because that well would go in a---.

BRUCE PRATHER: Yeah, but that’s what vyou’ve

al ready figured in on your reserve...on your curve here.

JEREMY HAYHURST: ©No, I didn’t figure any

economic |limt into it. No econom cs even went into
this.
BRUCE PRATHER Ckay.

MARK SWARTZ: Well, to finish your answer,

think you were telling him that you don’t think the well
reaches its economc limt at 65 years.

JEREMY HAYHURST: Depending on its final rate

and its operating costs it could hit it sooner and you
Wi || see nore increnental because you would see nore---.

BRUCE PRATHER: Al of these things that I’'ve

al ways ran out---.

JEREMY HAYHURST: ---(inaudible).




MARK SWARTZ: Ri ght.

BRUCE PRATHER: ---to their economc limt, |

mean, on an individual well or on an average. You’ re
going to...I think...I mean, I realize you don’t get all
of the gas out of any of these reservoirs. You get out
maybe 50% to 40% or sonething like that and the rest of
it stays 1in there. It’s Just there’s not enough
pressure usually to get an anount out to justify keeping
a well and then you plug it. So, you know, it would be
nice to know where the economc |limt on these wells
are. I mean, you're---.

JEREMY HAYHURST: But what tine period do you

want us to look at that at? Gas prices change everyday.
That economc |limt...if that gas price is ten bucks
that well is going to run |onger.

BRUCE PRATHER: One thing you can do, you can go

out there 15 years and you can do an econom c eval uati on
of it to see what your rate of return is and how fast
yvou get your investment back. I mean, that’s about as
good as | know. When you run on out past that, then
vou’ re, vyou know...it doesn’t have much influence on
your rate of return.

MARK SWARTZ: If this gentlenen was going to be

telling you what gas prices were going to be 65 years




from now and other costs, | would be pushing ny chair
and letting him fend for hinself, okay. | nmean, we
don’t know that answer, okay. We do know based on
cunul ati ve production if the well produced for 65 years
this is roughly what you would wide up with. Now, when
that economic limt is going to occur, depending on gas
prices, it could occur after that. | nmean, we just
don’t know the answer to that question.

BRUCE PRATHER: | agree with that.

MARK SWARTZ: And it <could occur, you know,

substantially sooner depending on where we’re headed
with gas prices. So, we just don’t know the answer to
that. But in terns of cunul ative production, if you |et
it produce, that’s the anticipated number at that point
in time. The other thing, you know, which...again, this
I s cumnul ative, but the question is does the second well
cause that cunul ative nunber to be a |arger nunber well
I n advance of 65 years and it does. So, you know, your
economc |limt question is not 65 years. |Is it going to
produce effectively and efficiently and economcally for
40 years or 45 years? Based on, you know. .. because you

can see where it generates the 290 it’s pretty early on.

BRUCE PRATHER: Yeah. Yeah.

BUTCH LANBERT: Any ot her di scussion or




questions fromthe Board?

MARY QUILLEN: | have...M. Chairman, | have

| ust one---.

BUTCH LAMBERT: Ms. Quill en.

MARY QUI LLEN: ---question. Wat we usually see

when you ask for a nodification of the Oakwood Field

rules to allow for one additional well in each of the
above-referenced units. On this one it says proposed
provi si ons. This 1is 1in your application, “Additional]

coal bed nethane gas well may be drilled in each of the
above- referenced.” Is there going to only be one that

we’ re approving in each of these?

BRUCE PRATHER O will it be nultiple?

BILL HARRIS: | think we heard testinony
that...l think we heard testinony earlier that there was
one.

MARK SWARTZ: It would be one and it would be
600 feet away. It will be in the drilling w ndow.
That’s what we’re asking. It’s the same.

MARY QUI LLEN: Ckay. | just wanted to clarify

t hat because in the application it---.

BRUCE PRATHER: It says wells many nul tipl e.

MARK SWARTZ: In the notice it says one, you

know. They don’t agree, but it is one.




MARY QUI LLEN: One, okay.

BUTCH LAMBERT: Any further questions?
DAVI D ASBURY: M. Chairman, | had---.
BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: ---a question for M. Swartz.

We’ re talking about an area here that may be in a deep
m ne and be a part of degassing for future mning here.
You nentioned 600 feet. In this petition, did you want
to allow for degassing the coal seam in advance of
m ning, which will allow that distance to be sonmewhere
| ess than 600 feet by current standards?

MARK SWARTZ: Well, the statute covers that, so

I f we have that issue we would be in front of you about
t hat .
DAVI D ASBURY: Ckay.

MARK SWARTZ: Yeah. I mean, what he’s talking

about 1is there’s a statute that says 1f you need
| ncreased density wells to degas a mne, we tell hin
that and it allows to do that and we don’t have tO come
here. It’s a mine safety issue. But I'm
comfortable...we’l1ll Jjust rely on the statute if that’s
an issue. Good point. But we don’t...we don’t come in
front of you with that.

BUTCH LANMBERT: Not the purpose of this




application at this tine, okay. Anything further?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: A nmotion and second. Any

further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT:. Opposed, no.

KATI E DYE: I’'11 abstain.
BUTCH LAMBERT: One abstention, Ms. Dye. Thank

you, Mr. Swartz, it’s approved.

MARK SWARTZ: Thank you all.

BUTCH LAMBERT: We’re calling docket item

Si Xt een. A petition from Sout heast Land & Mneral, LLC
for establishment of a 160 acre provisional drilling
unit, wunit C 7, docket nunber VGEOB-11-0315-2918. Al

parties wishing to testify, please cone forward. State




your nanes for the record, please.

JONATHAN  YARBOROUGH: Jonat han Yar bor ough,

Charlie Hale and Charlie Bartlett for Southeast Land &
M neral, M. Chairnman.

BUTCH LAMBERT: And, fol ks, would you state your

names for the record, please?

HARRY HUTTON: Harry Hutton, Bristol, Virginia.

KAREN ANSTEY: Karen Anstey, Abingdon, Virginia.

(Wtnesses are all sworn.)
BUTCH LAMBERT: You may proceed, M. Yarborough.
JONATHAN YARBOROUGH: Okay. Mr. Chairman, we’ve

got...we have six docket nunbers in front of you. The
one we’re taking up now, we’re taking up C-7 for the
establ i shment of a provisional drilling unit after which
we’re going to ask for pooling for that same unit. So,

I'’d like to start with Mr. Hale.

CHARLES M HALE

having been duly sworn, was examned and testified as




fol | ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR YARBOROUGH:

Q State your nane for the record.

A Charles M Hale, Jr.

Q And who are you enployed by and in what
capacity?

A Southeast Land & Mineral. I’'m a mining
engi neer.

Q kay. Have all oil and gas property

owners within this unit that are required by statute
have been notified of this hearing and been notified?

A They have.

Q And was that done by certified nmail

return recei pt requested?

A It was.
Q Have you received all of those receipts?
A W have.
Q Have you been able to Ilocate and

| dentify all who should receive notice of this hearing?
A W have.
Q And did you publish this notice in the
paper of general circulation in the county---?

A Yes.




Q - --of which the proposed unit I S
| ocat ed?
A Washi ngt on County News, Abi ngdon,
Vi rginia.
JONATHAN YARBOROUGH: Okay. That’s all the

guestions | have for M. Hale right now.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAVBERT: You may conti nue, M.

Yar bor ough.

CARLES M BARTLETT, JR

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR YARBOROUGH:

Q Dr. Bartlett, could you state your nane
for the record and who you are enployed by and in what
capacity?

A Charles M Barlett, Jr., consul t ant
geol ogi st and enpl oyed by Southeast Land & Mnerals on
this project.

Q Could you tell the Board where this

provisional drilling unit is |ocated?




A Well, overall it’s about eight to ten
mles north of Bristol depending on where you start your
starting point at Bristol. On Exhibit A, that you have
you can see the 160 acre unit that we have proposed
simlar to the unit imediately to the west and has
al ready been approved, which is C 6, that was approved

several nonths ago.

Q Wiy did you choose this particular area
for drilling?
A Previously...I’11 give you some of the

hi story of the area and I want to share with you if you
Wi sh additional details of why this prospect is even
before us. Let nme go back to 1981, | was then enployed
by a conpany called H ghlands Resources out of Texas a
portion of Washington County, 65,000 acres all over the
county. W drilled on this prospect because it was
simlar to the nearby gas field that had already been
establ i shed, the Early G ove Gas Field, which straddles
MWashi ngton and Scott County and has had a |ong history.
In fact, it was the first gas field drilled in Virginia.
In 1932 was the first well. In 1938 they had enough
wel s that they ran a pipeline into Bristol for industry
and private owners use. Wthout going into all of the

details on that field, we...l had done mapping in the




area and ot hers had done mapping for nme that showed that
the Wol frun anti-cline was just a slight offset fromthe
continuation of the Early Gove structure, the anti-
cline that goes on into Scott County and across the
west ern part of Washi ngton County. So, we devel oped 4
prospect about two mles...a mle and a half or whatever
west of Exhibit G7...Exhibit A for C7 wunit and we
drilled the Blake well. The Blake well was drilled to a
total depth of 7140 feet in an attenpt to test all the
way down through the Berea Sandstone, which | had
slightly a few years before this mapped that portion of
t he geol ogical section as it is exposed in nmany places
from Cunberland Gap all the way up to Bl acksburg. That
was ny dissertation project for ny doctorate at the
Uni versity of Tennessee. | saw the potential of that
because it tied in wth production that is over in the
coalfield area and over into West Virginia. So, we
drill this well at a depth of about 4530 we encountered
a flow of gas of about half a mllion estimted when we
were drilling wwth air and had encountered a little bit
of water. So, we were doing what is called msdrilling
and addi ng soapsuds into the water flow to blow it out
with the cutting and so forth wthout having to set

pi pe. So, that estimate of a half of a mllion was &




bit danpened by the fact that we were msdrilling. e
had actually above that even another shale of gas of
about a 100 mllion...100 ncf, excuse me, and not a 100
mllion of the abandoned well. Unfortunately, they had
set pipe at about 300 feet above this zone and never did
set pipe down through this excellent gas shale. In the
process, this bunch of |eases that we had in Washington
County was sold to a Canadi an Conpany. They took over
the engineering part of this well and I amuntil this
day not sure they really wanted to add a well because
they did not follow ny reconmendations on conpleting
this zone that we had to good gas shown. It’s still to
this day unanswered why they did perforate this zone
where we had the gas shown. So far, for various reasons
partly known and partly unknown this well was declared a

dry hole and not conpleted. Several years went by and

about a mle east of that, Blakewell, the well nunber
WA- 10, Washington County 10 well, which was the
Hettington well, which is just to the west of this

proposed unit C-7. 1It’s in the C-6 unit. We’ve already
had a pooling for that to redrill where this well was
drilled or close to it. The Hettington well was drilled
and conpleted in April of 1984, about three years |ater

after the Blakewell was drill ed. The Hettington well




encountered sone water at 45...oh, about 45 to 60 and
set pipe at 4650 of seven inch pipe. They drilled on
down and alnost immediately...just about a 100 feet
| ower than that pipe was set, they found a flow of gas
on air drilling estimating at over 200 mllion cubic
feet of gas. That would get your attention, would it?
It was a plain that was about half as long as this
bui |l ding or as this roomanyway. So, | have had this in
ny bucket list to try to develop what is apparently
proven a gas field. It is there waiting to be further
drilled and conpl et ed. This well, the Hettington well,
was taken over and actually drilled by Early Gove Gas
Conpany, which was a gas subdivision of United Coal
Conpany. This history is conplex. It has been through
several hands here. Anyway, they did---.

BUTCH LAMBERT: Could you nake the history

shorter?
A I'm trying. It’s make shorter than I
coul d get.

BUTCH LAMBERT: Well, we have heard all that

i nformation in prior hearings. So, if we could nove on
wth a little shorter explanation---.
A Ckay. Anyway, there was a conpletion of

this well, but it was open hole conpletion and not in




t he proper manner where you could fracture the treatnent
and stimulate that well. They did run a pipeline to
Bristol...over to the nmain line again and produced it
for three and a half nonths and broke through to the
water that was up above in the short distance behind
t hat pi pe that was set.

Q Ckay. So, in your opinion, it is not

unreasonabl e or arbitrary?

A | just wanted you to know --.
Q Ri ght .
A ---there’s a good reason why we'’r¢g

trying and spent a | ot of noney | easing---.

BUTCH LAMBERT: Thank vyou...thank you, M.

Bartlett. W appreciate it. W have heard...heard your
expl anation a couple of tinmes now W appreciate that.
Anyt hi ng further?

A Just be sure you renenber it.

Q Is there coal or any other narketable
mnerals in this unit?
A There is no coal underlying this area
Wi th one exception. There may be about a two inch |ayer
of coal that is right on top of the upper part of the
Price fornmation, which is in the coalfield area called

the Weir Sand and it outcrops in several places in




MWashi ngt on County. It continues northeastward getting
t hi cker and thicker wuntil you get up into Blacksburg
around Price Muntain. It was mned at one tine. But
down here in Washington County it has thinned down to
wher e you have to hunt for it.
Q So, in this particular unit, wuld &
well in this wunit unreasonably interfere wth the
production of future mning of coal or other mneral s?
A None what soever.

Q Okay. What’s the acreage in this
proposed drilling unit and what’s---7?

A 160 acre square unit, which is a half
mle by a half mle on each side.

Q And that’s the sanme size and shape of

unit C-6 that has al ready been approved?

A Yes, sir.
Q Ckay. And just point to the exhibit and
show where the drilling unit or the well will be drilled

in this unit?

A | think you can see on Exhibit A that in
the north center about a 100 feet fromthe setback |ine,
mne is in red and yours is, | think, in black. But ,
anyway, you can see where the dashed. .. heavy dashed |ine

Is for the 300 foot setback and geographically and




t opography wise that is hilly [Iand. This | ocation was
convenient to get to and nearly...if you call anything
in this area flat, it was one of the flatter areas where
we had room to put a location and also have very few
trees. So, we were not disturbing the [and very nuch by
putting the well there.

JONATHAN YARBOROUGH: I don’t have any further

questions at this tine, M. Chairnan.

BUTCH LAMBERT: Are there any questions fromthe

Boar d?

BRUCE PRATHER: 1I’'ve got one question, Mr.

Chai r man.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: | | ook at this plat that you’ve

got here and when you have wells over here that Nunber 1
Carol, which is 2800---.
CHARLES BARTLETT: That’s proposed.

BRUCE PRATHER: ---proposed and anot her one here

and you’ve got one down here the Hettington---.

CHARLES BARTLETT: The Hettington has been

drilled and we just tal ked about it.

BRUCE PRATHER: Yeah, | understand that. The

only thing about it 1is you’re awfully close to your

| i nes over here on the haul and over here on the Carol.




Are we sure we’re looking at the---?

CHARLES BARTLETT: No, no, no. Those...that’s

confusing because that’s indicating how far it 1is. But
if you’ll see that line is broken.

BRUCE PRATHER: Oh, okay. So, it is further

away ?

CHARLES BARTLETT: It’s way on over.

BRUCE PRATHER Ckay.

CHARLES BARTLETT: Both of them

BRUCE PRATHER: All right. That will answer the
questi on.

CHARLES BARTLETT: Yes, sir. It just |ooks like

it’s close.

BRUCE PRATHER: | was wondering about your

spaci ng.

CHARLES BARTLETT: No, no, no. No spacing

problem Thank you for asking.

BUTCH LAMBERT: Any further questions from the

Boar d?
KATI E DYE: | have a question, M. Chairnman.
BUTCH LAMBERT: M's. Dye.

KATIE DYE: | have sone concerns with only this
300 foot setback. You know, that gives you 600 foot.

From what | understand from Haliburton your can fracture




as nmuch as |ike 1500 feet. So, are we going to have a
well in all of these adjacent wunits? And are we
protecting correlative rights here?

CHARLES BARTLETT: I don’t think anybody alive

engi neers or geologist can answer your question as to
how far out this well may drain. It’s probably rather
limted in ny knowedge of the area because the
formations on the outcrop is fairly tight. So, we're
dealing with a tight reservoir. How far out we wll
fracture, we don’t even know which direction vyour
fracture preferentially going to go. But we did |ocate
this well on the axis or near the top of the structure,
the fold, which tends to have nore of the fractures and
joints on it rather than off from the plain of the
st ruct ure. See if we drilled down on property nunber
three in the southeast part, we would be about a half &
mle off of the preferred |locations along the axis of
the structure. So, I can’t say that we wouldn’t be
drai ning actually sone from the northern unit. But
we’re going to drill that anyway 1f this...if this 1is
accessi ble there would be a well there.

KATI E DYE: Well, what we typically see in like
our conventional wells is the 1250 foot radius.

CHARLES BARTLETT: No, no. That’s your circular




units.
KATI E DYE: Ri ght.
CHARLES BARTLETT: This---.

KATI E DYE: For conventional gas. Typically, we
see coal bed nethane units set up like this.

CHARLES BARTLETT: Well, we wll be on an of fset

a half a mle away from the nearest well. | think
that’s a requirenent. So, when we drill this well and
it’s successful and maybe others, we will eventually be
drilling the well to the north and we w Il have either
the correct distance away that’s generally required or
we may be back to you for a slight exception. We’ ve
only got so nuch room here to get the well in
t opogr aphi cally and conveniently.

DAVI D ASBURY: M. Chairman.

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: Just sonething that may help.

Under statew de spacing rules, that have to be wthin
25...they can’t get closer than 2500 feet unless they
cone back and get your approval. On the two wells that
are shown here, the closest well to them which is the
Hettington 1 is 2580 feet, which is 80 feet beyond our
m ni nrum standards for drainage per natural gas wells.

The Hale 1 is 3921 feet. So, even though the unit has a




300 foot offset. That nore applies to the coal bed
net hane wells and statewi de spacing rules would stil
apply to natural...deep natural gas wells. So, in the
permtting process, we wuld not allow them to get
anyt hi ng any cl oser than 2500 feet unless they cane back
to the Board for approval for a |ocation exception.

SHARON PIGEON: | have a question. Are vyou

asking for nultiple wells?

CHARLES BARTLETT: On the different units. &

Wi | | have another unit just after this and another unit
after that. For this wunit, we’re Jjust requiring...
requesting one well on this 160 acre unit.

SHARON PI GEON: Look at paragraph 4.8 in relief

sought in your application.

CHARLES BARTLETT: Yes, | see that. There would

be a separate hearing. If we decide later that the
drai nage is not sufficient from one well, we may cone
back at sone | ong di stance---.
SHARON PI GEON: But that’s not what this says.
CHARLES BARTLETT: No.

SHARON PIGEON: So, are you wthdraw ng that

part of your request?

JONATHAN YARBOROUGH: We’ll strike that from our

request.




CHARLES BARTLETT: Just as you have in the coa

fiel ds been adding increased density. If we ever need

that, we’ll be back to you with an explanation of why.
SHARON Pl GEON: But you’ 11 have a new|

application for that?
JONATHAN YARBOROUGH: Ri ght .
CHARLES BARTLETT: Yes.

SHARON Pl GEON: It won’t be this order?
JONATHAN YARBOROUGH: Ri ght .

BUTCH LAMBERT: So, for the record, Section 4.8

Wi | | be stricken fromthe application.

CHARLES BARTLETT: No probl em

KATIE DYE: M. Chairman, | have just one nore

guesti on, pl ease.

BUTCH LAMBERT: Ms. Dye?

KATI E DYE: Wen | look at 2.5 your application
says you have 95.88% under |ease, but then when we | ook
at Exhibit B your total |eased anmobunt is 95. 36.

CHARLES BARTLETT: Were was that first thing

t hat you nenti oned?

KATI E DYE: At 2.5 on page three.

MARY QUILLEN: Is it .88 or .367

CHARLES BARTLETT: | think the Exhibit B is the

correct one the correction needs to be mde there on




2.5. It’s very minor. I don’t know how that come
about . Sorry. Thank you for being careful. A
t ypographic error. Maybe that 5 was supposed to be an 8
or the 8 was supposed to be a 5.

BUTCH LAMBERT: Any other questions from the

Boar d?

MARY QUILLEN. M. Chairman, | have just one

guestion regarding a docunent that was in the...this
particular itemfromthe Washi ngton County office of the
County Attorney. Basically, it states that drilling in
this area is not permtted under the zoning of the
Washi ngton County Land Use Regul ations. Unless that is
rezoned, M. Asbury would a permt to drill be issued?

DAVI D ASBURY: It has been a...again, a separate

process for permtting than what the Board is doing for
the units.

MARY QUI LLEN: Ri ght.

DAVID ASBURY: But it’s our practice at the

di vision and the departnment to work wth our County
governnents and the permt, while we could issue, we
woul d choose to work with the County governnent. Again,
that’s a case by case basis. Depending on the |land use
permt, we would like to have that in place prior to

| Ssuing our state permt for the well.




MARY QUI LLEN: Well, just nentioned that one has

al ready been drilled. Has an agreenent been reached
Wi t h t he Washi ngton County for rezoning?
JONATHAN YARBOROUGH: We are at this tinme...if

yvou don’t mind...if may. We have a two prong approach
to try to address this issue. W noticed them for a
coupl e of previous hearings, they wanted us to cone and
seek a zoning determination. They’ve obviously all owed
drilling before. Perhaps at that point in tine, there
was no zoni ng determ nation requirenent.

MARY QUILLEN. Right. There probably was no

zoni ng- - -.

JONATHAN YARBOROUGH: Ri ght .

MARY QUI LLEN: ---at that tinme and they now

have zoni ng.

JONATHAN YARBOROUGH: Right. And so---.

MARY QUI LLEN: So, ny question is has this been

resol ved?

JONATHAN YARBOROUGH: It is in the process of

bei ng resolved. The Board of Supervisors is working
favorably with us and we also a way to get a special use
permit, I believe, under the current code. But we don’t
have anything to take to them right now because we don’t

have the well location and all of this for approval that




we could even put in the application. So, it’s sort of,
you know, which cones first the chicken or the egg? Do
we get the units established and then go get the special
use permt or---.
BILL HARRI S: Yeah, catch 22 kind of thing.
JONATHAN YARBOROUGH: Right. And regardless---.

MARY QUI LLEN: Right. What I’m just saying 1is,

you know, the expectation is before you drill that it be
approved and that’s my---.

CHARLES BARTLETT: Sure.

JONATHAN YARBOROUGH: We don’t...we do not

i ntend on drilling before we get the ordi nances---.

MARY QUI LLEN: You know, we’re approving the

application, you know, but then that is not...the permt
has to conme through this office to be sure.

CHARLES BARTLETT: Let ne add that unbeknownst

to several people in the past, wells were drilled after
the zoning was set in place and approved...to get into
much less formal way and there were about six wells
drilled after that zoning was established.

JONATHAN YARBOROUGH: But we don’t intend on

doing that. W intend on working it out either through
a special use permt---.

MARY QUI LLEN: Right. I mean, that’s not before




US now. They may have been in the past. But what I’'m
saying is, you know, going forward here now. ..we just
want you to up front know that we’re aware of this. So,
we want to be sure that you understand that we can only
approve so nuch.

BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: | may have not been clear and |

want to say this again. The...our statute allows us to
review an issue of permt. But our permt does not
supercede a local land wuse permt by the county.
So...and as I’ve said before, we’ve chosen to work with
our Count y gover nnment s to...mainly to ensure

envi ronmental protection and infrastructure is in place

for the gas operations. W will continue to work with
our County governnents to do that. But just because a
zoning land wuse permt is not in place, doesn’'t

supercede us fromreviewng an issue in the permt.

CHARLES BARTLETT: The particular thing about

all of this is the zoning allows gas pipelines. No
problem Wat goes into the gas pipeline, gas from gas
wel | s.

JONATHAN YARBOROUGH: But that’s our issue with

Washi ngt on  County. But we are going to get this

addr essed before any drilling is going to take pl ace.




MARY QUILLEN. But we just wanted it on the

record that you...you know, that we’re aware of this and
yvou’ re aware of that.

BUTCH LAMBERT: Thank you. Anyt hing further,
M. YARBOROUGH?

JONATHAN  YARBOROUGH: VW meke notion to

establish the unit.

BUTCH LAMBERT: M. Hutton is over there dying

t o address t he Board. M. Hutton?

HARRY HUTTON: They already know what I’m going

to talk about. This lease that they have got is
not...not |egal because we signed it under false
pretense because Hol brook made a circle on nmy property
and | was to get 93% of the one-eighth proceeds. Li sal
Hale was to get the 7. Now, when we signed it, they
come back and they put it in a square and cut ny
benefits down to 73.5.

BUTCH LAMBERT: 73. 75.

HARRY HUTTON: \Whatever it is.

BUTCH LAMBERT: That’s what we have in our---.

HARRY HUTTON: Ckay.
BUTCH LAMBERT: ---exhibits.
HARRY HUTTON: 1’d like for Tony Hol brook to

come up here. He’s sitting right back there.




BUTCH LAMBERT: He’s certainly welcome to do

that if he wants to provide testinony.

HARRY HUTTON: Well, he’s the one that drawed it

up. It’s legal. That lease is not worth a penny.

CHARLES BARTLETT: But he signed it and it’s

recorded in the Courthouse.

HARRY HUTTON:. | signed it. | agree we signed

it, but it’s under these false pretenses.

BUTCH LAMBERT: M. Hutton, did you sign a |ease

t hat showed circl es?

HARRY HUTTON: That showed the circle.

BUTCH LAMBERT: Wul d you happen to have a copy

of that with you?

HARRY HUTTON: No. Hol brook has got it if he

didn’t destroy it.

CHARLES BARTLETT: It’s not part of the lease.

There was no circle unit...basically, what---.

BUTCH LAMBERT: M. Bartlett, just...this side

yvou all have had your turn. Let’s hear him and then
I"1l come back to you.

CHARLES BARTLETT: | thought he was through.

BUTCH LAMBERT: ©No, he’s not through. Mr.

Hol br ook, you need to be sworn.

(Tony Hol brook is duly sworn.)




COURT REPORTER: And your nane again?

TONY HOLBROOK: Tony Hol br ook.

COURT REPORTER: Hol br ook?

TONY HOLBROOK: H-O L-B-R-O O K

HARRY HUTTON: | would Iike to ask M. Hol brook

If he drew a circle on the property...on a map that he
had of ny property?
BUTCH LAMBERT: M. Hol brook, do you work for

Sout heast Land?
HARRY HUTTON: He works for them
TONY HOLBROOK: | work for Sout heast.

BUTCH LAMBERT: Okay. You’ re the surveyor for

Sout heast ?
TONY HOLBROOK: Yes, sir.
BUTCH LAMBERT: Okay. I guess, my...I’'11 go

back to my question. Wen you |ooked at the |ease
originally, you saw a circle on your nmap...drawn on your
map?

HARRY HUTTON: That’s right. That’s

only...that’s the only way I would sign it for me to get
a 100% out of a 160 acres. But when he cone back, he
said it liked a little bit of being the 12...whatever it
is away from..and he had to give Lisa Hale 7% of it.

That’s the reason we signed it.




BUTCH LAMBERT:. | guess, M. YARBOROUGH and M.

Bartlett, comng back to you all, was that done before
we approved this...the field rules and the established
t he squares?

CHARLES BARTLETT: No.

JONATHAN YARBOROUGH: Field rules have not yet

been approved.
BUTCH LAMBERT: We'’ve established the square---.
JONATHAN YARBOROUGH: Right. Right.

BUTCH LANMBERT: ---units. We’ve established

that. That’s what you’re asking this Board today is a
square 160 acre unit.

CHARLES BARTLETT: Wat was the date on your

| ease? Do you renenber?

HARRY HUTTON: Why? You’ve got it too.

CHARLES BARTLETT: I don’t have it with me.
HARRY HUTTON: Your | awyer ought to have it.
JONATHAN YARBOROUGH: We don’t have it with us.
CHARLES BARTLETT: Do you not renenber your

| ease date?

HARRY HUTTON: Geez. Why? What’s it for?

CHARLES BARTLETT: To see what the sequence of

events was.

HARRY HUTTON: That’s it right there, I guess,




ain’t it? The 3rd and the 13th...let’s see, the 3rd and
31st (inaudible). I don’t know where it’s at. I’'d say
it’s here somewhere. Is this it?

TONY HOLBROOK: Yes.

HARRY HUTTON: The 14th of July.

BUTCH LAMBERT: OF 20107

HARRY HUTTON: R ght.

BUTCH LAMBERT: And your |lease that they

presented to you showed a---?

HARRY HUTTON: A circle.

BUTCH LAMBERT: ---circular unit?
HARRY HUTTON: Ri ght.

BRUCE PRATHER See that woul d be the 112 acres.

BUTCH LAMBERT: It wll be 112 acres.
BRUCE PRATHER: Yeah.

TONY HOLBROOK: The | ease does not have a map in

HARRY HUTTON: What did you do with the one that

you had?

TONY HOLBROOK: The | eases...none of the | eases

have maps---.

HARRY HUTTON. And | said, what did you do with

t he one that you to show ne? You never would bring ne

one. Wy?




TONY HOLBROOK: VWhat we did---7?
HARRY HUTTON: Well, | nean, all you had to do

was tell nme you changed it to the square, | nean, before
we go through all of this, but you never did tell ne
t hat . Nobody di d. The only tinme he told ne was when
your engi neer cone to ny house that nonth. You said you
changed it to a square. You didn’t tell me---.

BUTCH LAMBERT: M. Hutton, if you could address

the Board, we’ll hear your concerns instead of talking
to those folks.

HARRY HUTTON. Oh. | was looking at the

engi neer on the end.

BUTCH LAMBERT: | wunder st and. But et nme ask

M. Hol brook or any of the other representatives of
Sout heast Land. Was a circular unit represented to M.
Hutt on when indeed that we have established a 160 acre
square unit?

JONATHAN YARBOROUGH: M. Chairman, the only

thing...I can speak to the fact that since I’ve been
i nvolved in this project and one of the reasons that
we’re up here taking our lashings every so often 1is
because we wanted square units so that everybody could
get paid and circular units were never in the plan for

t hat very reason. | have never been...until today, |




was never aware of this contention that circular units
have ever been represented in a | ease.

CHARLES BARTLETT: May | conmment ?

BUTCH LAMBERT: And why would...why would M.

Hutt on even have know edge of circular units? M. Hale.

CHARLES HALES: In July, M. Hol brook and I went

to Mr. Hutton’s home and we thought we working in square
units. The circular unit cone about in describing the
di fference in the way that the permtting process worKks.
If you have a well...the only thing | renenber talking
to him..you know, they break it up in different ways.
But we’ve always represented a square because, you know,
a square gets everybody. But if M. Hutton got a circle
in his mind it would have been saying like there’s two
ways to do it. If you have a well here and then you
have to have a radius of 1250, which would be the
circular unit. But it’s my recollection that we’ve
al ways held that square units, you know, is nore fair to
every |and owner because everybody is contiguous and
they’re 1in that square unit and we don’t...we don’t
| eave out people with these circles. Due to the
t opography of the ground out there, we wanted to nake
sure that we can maxi m ze, you know, the places where we

could locate a well in a square field the best. | don’t




know, a 160 acres, which is 40 acre plots. | rmean,
that’s...that’s all we’ve ever worked 1in. If it was
represented to M. Hutton, it was as an exanple of the
di fferent ways in which fields are devel oped. But our
field has always...we’ve always talked to you about
square units of a 160 acres.

BUTCH LAMBERT: Well, that’s why it’s important

that | think this Board hear the dates of discussions
with M. Hutton. |If signed the |ease before this Board
approved those square units, then | can understand why
he m ght have seen a circular unit.

HARRY HUTTON: That’s the first thing that he

presented ne with---.
CHARLES BARTLETT: Let ne go back---.
HARRY HUTTON: ---was the circle.

CHARLES BARTLETT: ---to you earlier. The

Hettington well was an 80 acre unit running north/south

with 240s. It just barely missed Mr. Hutton’s property.
HARRY HUTTON: By 5 foot wouldn’t it?

CHARLES BARTLETT: It was very close. I didn’t

have anything to do with that---.
HARRY HUTTON: Probably down (i naudi bl e).

CHARLES BARTLETT: ---actual survey of that

unit because United Coal Conpany/Early G ove Gas Conpany




drilled the Huttington well and they set up that unit.
But | had suggested 80 acre units for this field back
then in the early ‘80s so that no one would be left out.
| remenber having sone earlier negotiations with M.
Hutton and told him that he wuld definitely be
| ncl uded. But | never promsed him that he would get
all of the gas fromthe well if there was a well on him
That’s where we---.

HARRY HUTTON: I'm not saying that. You didn’t

prom se ne anyt hing.

CHARLES BARTLETT: | did prom se you, sir,

t hat - - -.
HARRY HUTTON: Tony is the one that done the

t al ki ng.
CHARLES BARTLETT: I'm talking about earlier,

three years or four years ago.

HARRY HUTTON: Oh, | don’t know. That’s hard

for me renenber four years ago.

CHARLES BARTLETT: Wl |, you conveniently

f orgot .
HARRY HUTTON: You probably did too.

BUTCH LAMBERT: Now, gentlenen...wait a mnute.

This ain’t the place for that and if we’re going to

start that, then we’ll end this one right here, okay.




So, let’s keep our comments addressed to the Board if
you have any. Anything further, M. Bartlett? M.
Asbury?

DAVID ASBURY: M. Chairman, just a question.

It may help both parties here maybe. M. Hutton, have
you seen the total field developnent with the units.
Has anyone ever tal ked to you about the---?

HARRY HUTTON: About the whole field?

DAVI D ASBURY: Yes, sir.

HARRY HUTTON: About the next wells that 1s

being drilled or going to drill or proposed?

DAVI D ASBURY: Yeabh.

HARRY HUTTON: Yeah, I’ve seen all of them.

DAVI D ASBURY: |s your total acreage involved in
the field?
HARRY HUTTON: Yeah, there’s a 1little bit

i nvolved in the Carol, the next one below mne there.
I'm supposed to get about what 10% or 15% or something
of 1it? I don’t remember the %, but it’s something.

CHARLES BARTLETT: And the Haul unit 2, which

has al ready been approved.

DAVI D ASBURY: | guess...l guess, ny point is if

this unit is successful and decide to expand into other

units, then your property in total, while it’s not 90%




In this unit, it would enconpass a 100% of all of your
property once the whole field is devel oped.

HARRY HUTTON: There’s going to have to be some

added to it if it gets up to a 100% \here is the other
com ng fronf

DAVI D ASBURY: Well, I mean, it...they’ve chosen

t oday before the Board to do this...this particular unit
that only has 75% of your gas property. As the Board
has heard from Sout heast before, if this and two ot her
units are successful then their expectations are to
expand into other wunits at which sonetine it would
prob...could enconpass a 100% of your property. Not in
this unit, but maybe in adjacent units around...around
t he property that you have.

BUTCH LAMBERT: M. Hutton, how many acres in

total do you own in that area?
HARRY HUTTON: 177.
BUTCH LAMBERT: And this unit will take in a 118

acres?

HARRY HUTTON: A 160 acres.

BUTCH LAMBERT: Well, the unit size is a 160

acr es. According to what’s in our exhibits, your total
acreage in this unit will be 118 acres.

HARRY HUTTON: I don’t...it might be. I don’t




really...I didn’t pay that much attention to that.
BUTCH LANBERT: So, what M . Asbury is

explaining or trying to convey to you is that in this
unit you mnmay only have a 118 acres. But the
proposed...I think it’s C-6, which is immediately to the
east wll enconpass a little bit nore of your acres fromn
what I can...I can’t see all of C-6. But your property
lines run that way, which could include nore of your
acres as they continue to grow the field.

MARY QUI LLEN: C-8 has 20.4 acres.

HARRY HUTTON: What on the Carol property?

MARY QUI LLEN: Yes.

BUTCH LAMBERT: 20. 47

MARY QUI LLEN: 20.4. And on---.

DAVI D ASBURY: Mr. Chairman, for Hutton’s

benefit here too, the way the field is developed this
Is...this is exactly what the Board does as far as
trying to protect correlative rights so that there is no
st randed acreage. As the field grows, everybody in
these units and their total gas ownership acres is
I ncluded in the units.

CHARLES BARTLETT: May | add that the other

units that will be drilled, the wells wll not be on

him Only in this case is the well be on his property.




So, they will be sharing the gas fromthat wellbore wth
M. Hutton.

HARRY HUTTON: Well, I'm saying is this lease is

null and void because the way they went about getting
our signatures. It has to be. There ain’t no other
way .

BUTCH LAMBERT: I guess, I'm struggling with

what was represented to you at the tine the |ease was
Si gned.

HARRY HUTTON: There wasn’t nothing discussed

then. We’d already seen the circle and all of that.

That’s the reason we signed it and the figures we used.

CHARLES BARTLETT: I believe I’'m correct, we had

al ready set up these square units in April before his
| ease was signed. So, that woul d have been the obvious
thing to be presented to himas the plan.

HARRY HUTTON: Well, there’s one thing that I’d

| i ke to ask, did Hol brook have authority to do what he
done? Did he?

BUTCH LAMBERT: That’s a question for Southeast

Land.
HARRY HUTTON: I'm asking the geologist.

CHARLES BARTLETT: I didn’t understand you.

JONATHAN YARBOROUGH: Mr. Chairman, I’d also---.




HARRY HUTTON: | said...l said did Hol brook have

the authority to right that place in a circle and show
it to us?

CHARLES BARTLETT: I don’t know what Holbrook

said to you because---.

BUTCH LAMBERT: M. Yarborough.

HARRY HUTTON: Don’t have nothing said. It was

Wr ot e on a paper.
BUTCH LAMBERT: Gentl enen, gentl enen, please.
HARRY HUTTON: Si x people seen it.

BUTCH LAMBERT: Please bear with us. We’ re

trying to work this out. M. Yarborough, do you have
somet hi ng?

JONATHAN YARBOROUGH: | do have sonething. W'

al so submtted a field rule proposal and the unit
operator would have showed the squares on the entire
Vol frun Gas Fi el d. | believe we did that before July.
M. Asbury is looking at the right now, which he would
have been required to have notice of. Again, this is
the first time I've heard that we allegedly]
m srepresented the shape and size of the unit to him

DAVI D ASBURY: I'm looking.

BUTCH LAMBERT: Look it wup. I'm trying to

figure out...Mr. Hutton wouldn’t come before this Board




and say, I saw circles and now you’re saying squares. I
nean, why...how woul d he even have the know edge of how
units and field rules are set up unless...unless soneone
did convey to himthat yours could be circles?

MARY QUI LLEN: We haven’t heard a reply to the

question from M. Hol brook. He has never answered that.

HARRY HUTTON: That’s what I know.

MARY QUI LLEN: If he could answer that now.

TONY HOLBROOK: In the discussions with M.

Hutton, M. Hutton was wanting a 100% of what cane out
of the well that was |located on his property. 1In trying
to show him that, no matter what we did, that he
couldn’t get a 100% out of that well. I did make a
sketch showing a circle, but this...this is the way the
state standard is on that. Even with the state standard
of a 2500 foot diameter circle, you still don’t get a
100% We can’t get all of your land into one way. But
then we were going with the squares. You know, that was
just to show him that no matter what we did, that |
couldn’t do that. There wasn’t no way of giving him a
100%

HARRY HUTTON: Way did you tell me you couldn’t

do it?

TONY HOLBROOK: | did.




HARRY HUTTON: No, you didn’t either. You tell

me nothing until after we signed it. You and the

engi neer cone to ny house that night.

BUTCH LAMBERT: M. Hutton. M. Hutton, | have
to say that we <can’t continue |like this wth you
I nterrupting and challenging the other side. Pl ease

refranme fromthat.

HARRY HUTTON: Okay, I'm going.

BUTCH LAMBERT: No, no, no, we’re not asking you

to leave. We’re just trying to work through this issue
and we’re trying to help you here if we can. But
there’s some things that we have to...some time lines

here that we have to understand a little better. So, if
vou’ll bear with us, I promise you, we’re golng to try
to get to the end of this for you, okay. | think M.
Asbury may have sone dates up here for us.

DAVI D ASBURY: The first petition that...| went

back to April the 20th of 2010 and docket item 2700.
The description on that docket was that they wanted to
establish provisional drilling unit consisting of 160
acres for conventional wells in what was Wl fun Haul #1
at that tine. There was sone sequent nonths that the
field rules and the whole field was presented. So---.

SHARON PI GEON: What was the docket nunber on




t hat ?
DAVI D ASBURY: 27...it’s 10-0420-2700.
BRUCE PRATHER: Was that the approval date?

DAVI D ASBURY: It wasn’t---.

BRUCE PRATHER. That was just a notification

t hen.

DAVI D ASBURY: No, this petition was the first

one that was approved by the Board.

MARY QUI LLEN: Right. The one that wasn’t

approved when they submtted the whole field and wanted
to be nanmed the operator and establish the field rules
and we say no the Board established the field rules and
that the operator couldn’t...he couldn’t...they could
not be naned the operator for that entire field and that
it had to be requested unit by wunit until they were
establ i shed and we could see. They said three units to
provi de- - -.

DAVI D  ASBURY: C-6 ...C6 was approved

I n...excuse nme just a mnute on August the 17th of 2010.
That unit was originally before the Board on June the
15t h. That docket nunber was 10-0615-2713. That
petition was approved on August the 17th.

MARY QUI LLEN: Ri ght. Because the failure to

| ncl ude sonme of the docunentation and exhibits, they had




to revise those to bring them back.
DAVI D ASBURY: Yes.
MARY QUI LLEN: Ckay.

DAVID ASBURY: And there was another...there

were other petitions that day that were continued until
Decenber . Those...at that tine, even though that one
was approved there was one, t wo, t hr ee, four,
five...there were five others that were continued. Two
of them were Decenber and two to Cctober

MARY QUILLEN:. And | believe the ones that we

have on the docket today are part of those...of that
continui ng process---.

DAVI D ASBURY: That’s correct.

MARY QUI LLEN: ---because they had to reapply.
JONATHAN YARBOROUGH: Ri ght .

DAVI D ASBURY: That’s correct.

BUTCH LAMBERT: M. Hutton, you know your

property better than any of us. So, let ne ask you a
question. You’ve looked a map with vyour property
boundaries on it.

HARRY HUTTON: I’ve got one.

BUTCH LAMBERT: Okay. If they cone in and

Jjust...just for a theory here. Not saying that we’re

going to do this, but if they...if they proposed a




circular unit to you at that tinme and overlaid it on
your property map, would that overlap other property
areas or would that just be on your property with a
radi us of 1250 feet.

HARRY HUTTON: Just one and that’s Lisa Hale’s.

She’s to get 7% out of that circle. That was my
under st andi ng the way Hol brook drawed it up.

MARY QUILLEN: |Is that what you were told, those

figures?

HARRY HUTTON: We’ve got it wrote down.

MARY QUI LLEN: The 7...7% and---.

HARRY HUTTON: We’ve got it wrote down at the

house, but we don’t have that map with the circle on it.
He wouldn’t give me one. | want to tell you sonething
while I'm at it. When they was going to drill on that
hole, they was a half mle off of the Iline. They was
going to drill on Hettington. Yeah, had done approved
t hat wel | .

BUTCH LAMBERT: On Hetti ngton?

HARRY HUTTON: Yes. That was on Hettington. It

was a half mile from(inaudible) . I don’t know if it’s a

half a mile or not, but it’s several hundred feet.

CHARLES BARTLETT: | believe that was the first

proposed | ocation. W had msinformation from the




county as to what the ownership was. That’s why we came
back and actually |ocated the well on M. Hall because
then we were on the |and that we had | eased.

SHARON PI GEON: David, in looking at Exhibit A,

the plat, I'm a little confused here. We have a stamp
fromthe surveyor, M. Holbrook and then at the top part
of the | egend has been cut off maybe by a fax. But what
| can read says mapping and do not depict a current
Ssurvey. So, we have a survey stanp and then we have
this | egend at the top.

DAVI D ASBURY: | have the sane thing.

SHARON Pl GEON: That seens a little

contradictory. Does this---7?
DAVI D ASBURY: Wl ---.
SHARON Pl GEON: ---plat conform with what you

need?

DAVI D ASBURY: The plats that we receive have 4

simlar statenment that the property lines shown on the
pl at were taken from deeds or chain of title of record,
but do not depict a current field survey.

SHARON Pl GEON: Well, we...number one, we don’t

have all of that showing here. That didn’t print out on
My copy. Then nunber two, in those situations that

vou’ve just described, there’s not a surveyor’s seal on




t hose and there is one on this.

DAVI D ASBURY: The surveyor’s seal, the surveyor

Is certifying the actual well location...the surface
wel | location. The reason that is the case is the well
has to be with...has to be planned and drilled within a
10 foot radius of that [ocation. So, the---.

SHARON PI GEON: But do you have sonething with

this reference to deed...recorded deed call s?

DAVI D ASBURY: | do not.

SHARON PI GEON: Wl I, you need a copy that shows

t hat .
BUTCH LAMBERT: That percentage is on all of our

exhi bits it cut off.
SHARON PIGEON: It is on his as well.
DAVI D ASBURY: M ne as wel | .

BUTCH LAMBERT: M. Hutton, let nme ask you

anot her question. |If...if these gentlenen cone back and
had further discussion wth you on your property
boundaries and | think |I heard you say earlier that if
t hey would have told you this would have been squares
you probably could have worked this out with them

HARRY HUTTON: W coul d have.

BUTCH LAMBERT: | f we...If we this Board

continues this one and asks those folks to cone back




W th you, would you be willing to set down and work with
t he conpany?
HARRY HUTTON. Wel |, they could cone to ny house

or I can meet them. We’ll work on it anytime. But I’ve
talked to...but none of them won’t meet with me.

BUTCH LAMBERT: So, your...your biggest concern

that you’re expressing to this Board, Jjust so that I
understand, is that they depicted circles to you...a
circular unit to you and now when you finally saw this
you ended up that you were in a square unit.

HARRY HUTTON: Ri ght .

BUTCH LAMBERT: So, what vyou’re asking this

Board to do is not approve this one and for themto sit
down with you and work out the issues with the square
unit and your property?

HARRY HUTTON: That’s right. Put my money back

where 1t’s supposed to be. I mean, I understand...I
don’t want to get nothing off from other people’s
property. Carol won’t get nothing if they drill on him.
A1l them people gets more than he does. He won’t get
not hi ng. Wat 20% or 25?

BUTCH LAMBERT: I’'m not...I don’t know what

vou’ re talking about.

HARRY HUTTON: They’ve got approved here.




BUTCH LAMBERT: Well, I’'m not sure I understand

what vyou’re talking about with that point. Any)
questions or discussions...further discussions from the
Boar d?

(No audi bl e response.)

BUTCH LAMBERT: We’re in a pickle.

SHARON PI GEON: Does the wonman have anyt hi ng?

BUTCH LAMBERT: I'm going to ask her.

BRUCE PRATHER: M. Chair nan.

BUTCH LAMBERT: Mr. Anstey...oh, I'm sorry, Ms.

Anstey, | know that...are you concerned with this sane
| ssue that M. Hutton is or is your concern on another
one?

KAREN ANSTEY: 1It’s another one. Yeah, 1it’s

Item twenty.

BUTCH LAMBERT: Okay. Thank you. I didn’t know

| f you. .. okay.
BRUCE PRATHER: Are we going to put this on
hol d, M. Chairmn?

BUTCH LAMBERT: Well, I'm asking for further

di scussi on and---.

CHARLES BARTLETT: Let ne add one thing if | may

then since you opened it still for discussion. M.

Hol brook is a surveyor. He was already surveying these




units as square units. Al'l through last year, he was
wor king for us periodically and had surveys in making
t hese plats. All of themthe square units. Today, this
norning, was the first | hear from M. Hutton that he
had a concern about that.

TONY HOLBROOK: How conme Hol brook and then

didn’t mention it to you?

CHARLES BARTLETT: I don’t know. But I am in my

of fi ce---.

TONY HOLBROOK: I mean, we ain’t accomplishing

nothing. We’re back where we started.

BUTCH LAMBERT: No, not really. No, we're

making a little progress here. I'm not sure that
everybody is going to be happy wth the outcone, but
we’ re making a little progress.

CHARLES BARTLETT: I'm trying to figure out how

|line the world the idea of a circular unit could have
been set in his mnd when everything we were doing was
square units.

TONY HOLBROOK: Because it was represented to

BUTCH LAMBERT: M. Hutton, have you...have you

been involved or have any experience in drilling in

ot her parts of the state or over in the coal fields?




TONY HOLBROOK: I sure don’t.

BUTCH LAMBERT: 1Is this your...is this your

experi ence?

TONY HOLBROOK: | know a | ot of people who have,

but I don’t.

BUTCH LAMBERT: Okay. Then that’s why I still

can’t get over the concern that at sonme point in tine
that M. Hutton was represented that he would be
i nvolved in a circular unit because he would have no
knowl edge of circular units versus square units unless
he was told or it was represented to him that he woul d
do that.

CHARLES BARTLETT: | know early last year | had

set the square units as the standard that we were going
to proceed with.

BUTCH LAMBERT: Mr. Bartlett, I don’t...I’m not

di sagreeing with you at all. Please understand that.

CHARLES BARTLETT: I'mtrying to understand.

BUTCH LAMBERT: W have the record that states

that as...the process that this Board went through to
document the square units out there. I’'m just concerned
that that wasn’t what was related to Mr. Hutton and Mr.
Hal e.

CHARLES HALES: M. Chairnan, if there was al




circular unit that got in someone’s mind it would have
only been as an exanple of how that the Board interprets
t he establishnment of conventional gas wells in other
pl aces, as an exanple. Like in sone areas they have
circles. Here, as the testinony has shown, we have
always put forth a square unit because it’s more fair to
everyone. You know, it just be like, well, sone areas
they mght do circles and sonme areas they mght do
rectangles. We’ve had all kinds of testimony. W have
al ways held, every since we have been comng to this
Board, that we are having square units. The maps that
Mr. Holbrook and I sat down at Mr. Hutton’s house, it
had square units on it. Now, you mght take and draw a
circle and say, well, you know, if put one here and we
drew a circle here, this circle of 1250 feet everybody
in that 1250 feet radius circle is going to get that,
you know, and how would we adjust that from the well
| ocati on. But , you know, there has been no
representation to anyone that we’ve dealt with, to my
knowl edge, that this was going to be a circular unit.

MARY QUILLEN: If you...why in the world would

you represent sonething or even nention sonething or
even inply that it was sonething that you were not

wor king w th? And obviously...l nean, you have said




this is what you have said.

CHARLES HALES: Just a nonent. Just a nonent.

MARY QUILLEN: I mean, that’s...that’s our

concern is soneone had to have said this to him because
he has absol utely no know edge.

JONATHAN YARBOROUGH: Now, | do know that the

guys on this project spend a lot of tine with the |and
owners trying to get themto enter into these agreenents
and trying to build trust. | have no doubts that they
probably expl ai ned things that nmay have been above their
head and maybe that’s where the confusion lies. But I
don’t think 1t’s shocking to think that they would
explain sort of how these things operate in circular
units would have been nentioned as a way that is done
without having to get Board approval, but we’re trying
to get squares and that’s why we’re going to the Board.

MARY QUILLEN. Why would you do that though?

That’s...it’s misleading.

CHARLES BARTLETT: There’s no alternative motive

her e.

JONATHAN YARBOROUGH: TIt’s not a bad motive in
doing it. It’s just to keep land owners informed. It’s
not - - -.

BILL HARRIS: Well, the thing that disturbs ne,




| think, that M. Hutton actually gave percentages if
the circle were used.

MARY QUI LLEN: Exactly. Right. That’s...yeah.

BILL HARRIS: And I don’t think he would just

out of the air cone up with percentages on how circles
woul d be used.

TONY HOLBROOK: | gave him those percentages

j ust to show himthat...he was wanting a 100% out of the
well. | was just---.

BILL HARRI S: So, you’re saying---.

MARY QUI LLEN: So---.

TONY HOLBROCKK: ---showng him..trying to

showing that no matter what we did that he couldn’t a
100%

MARY QUI LLEN: So, you did give himthose---.
TONY HOLBROOK: | gave him the nunmbers of 909

that if we drew a circle around the well on his
property---.

MARY QUI LLEN: Ckay.

TONY HOLBROOK: ---that 90 sone percent is all

he coul d get.

MARY QUI LLEN: Okay. That’s...that’s what we

want ed to know. He would have no way of know ng that

unl ess sonebody told him




HARRY HUTTON: See I ain’t got no reason to lie

to you. I mean, it ain’t going to affect me neither
way. I mean, what they’re---.

MARY QUI LLEN: Well, no, we’re not saying that

anybody is |ying. W just want to know, you know,
how...where in the world you cane up with those figures
and t hose percent ages.

HARRY HUTTON: It was at ny house when he drawed

that circle.

MARY QUI LLEN: And he has just now...he has just

now confirmed that and that’s what I had asked. What I
would like to have is the question answered and you’ve
now answered it that you actually did give him those

percentages. Is that what you’re saying?

TONY HOLBROOK: | did give him a percentage in

trying to explain to him about a 100% out of...cone out
of that individual well that there was no way that
anything that we did would give hima 100% out of that
wel |, yes.

HARRY HUTTON: Can | say one thing?

BUTCH LAMBERT: Yes, sir, M. Hutton.

HARRY HUTTON: He...he prom sed ne 93% when he

come back and said he couldn’t get all the (inaudible)

in the circle. He said he had to give Lisa Hale 7% and




me 93. I said that’s good enough and I’11 sign it. I
ain’t lying. It ain’t nothing. I mean, I’'m just trying
to tell you the truth.

BILL HARRIS: Well, the only thing that | m ght

add and this is probably not before us, but one of the
ot her itens on C8, which is imediately to the right of
t hat does al so i nclude sone acreage that you own.

HARRY HUTTON: Yeah, what 20 acres or sonething

or whatever it was.

BILL HARRI S: Yeah.
MARY QUI LLEN: 20. 4.
BUTCH LAMBERT: 20. 4.

BILL HARRI'S: Plus that 100 or so---.

HARRY HUTTON: That adjoi ns my property.

BILL HARRI S: Yes.

HARRY HUTTON: And they’re supposed to go

through ny property to get to that. | give then
perm ssion to do that.

BILL HARRIS: Well, I guess the point that I’'m

making is assumng an orderly devel opnent...of course
we don’t know what happens in the future, but if
something is done to the north of this one, you nmay have
your property all included anyway and it may not be in

one unit. In other words, it may be in three units or




four units.

CHARLES BARTLETT: Ri ght.

HARRY HUTTON: But what’s the problem though,

how many mllion dollars did it take to drill one well?
These millionaires ain’t going to drill five wells and
not get nothing out of them. That’s 20 million doll ars.
They ain’t going to do that.

BILL HARRIS: Well, you know, I can’t speak to

t hat, but---.
CHARLES BARTLETT: I hope they don’t cost that

much.

BILL HARRI S: But if vyou’re concerned about

not...about gas that you have under your property not
getting to you---.
HARRY HUTTON: Not getting nmy part or ny share.

That’s all I’'m concerned about.

BILL HARRI'S: Yeah. Assum ng the devel opnent

proceeds as we’ve seen this type of development before,
eventual |l y...this 1is not a promise, but I'm saying
eventually | would think that they would develop
adj acent units, which wuld eventually cover your
acr eage.

CHARLES BARTLETT: Ri ght.

HARRY HUTTON: The way...the way I’ve seen 1it,




they’re still going to like about 7% of giving ne a 1009
when they drill three wells. Now, that’s what I seen
W ot e.

BlILL HARRI S: That could...well. ..

CHARLES BARTLETT: W hope we wll drill 50

wel | s.

BUTCH LAMBERT: M. Yarborough, before | call

for a vote from the Board, would you entertain to
continue and have continued discussions with M. Hutton
on square units and how you can involve him nore with
addi ti onal units with the understandi ng, M. Yarborough,
probably you need to keep in mnd too that even if we
approve this today and you cone before M. Asbury with a
permt you could be sonetine getting a permt anyway
because we’re not going to approve the permit until you
get your zoning issues resol ved?

JONATHAN YARBOROUGH: Can | have one second?

BUTCH LAMBERT: Yes, sir.
JONATHAN YARBOROUGH: All right.

DAVID ASBURY: Mr. Chairman, while they’re

having a second, could I address Mr. Hutton? We’ve had
conversations back and forth. Again, this...for your
acreage ownership of gas, one of the things that the

Board tries to do and this is what we’re talking about




as this field is developed, and from what | hear fron
M . Hol brook, he represented that there was a circle and
you were only going to get 93% and sonebody el se---.

HARRY HUTTON: Yes.

DAVI D ASBURY: ---if this gas field 1is

successful, these units north, east, south and west wl|
| i kely include a 100% of your property at sone tine and
not just with this first well. Now, rightfully so if
they invest in this well and you’re getting 75 something
Wi t h sonme change percent of this first well that if this
not successful, it could nean that the field is not
developed. You know, it’s a toss up right now. But the
Board tries to protect your rights as a gas owner by
doing these type of rectangle or square units rather
than the circle so that there’s no stranded acreage
between the circles. So, the wunit that they have
proposed and that the Board is considering was a 160
acres appears to neet the right field devel opnent and
the right drainage pattern for the field that Southeast
Is trying to devel op. | f successful, then two years
from now maybe or three years and they’ve continued to
drill the wells north, east, south and west these units
W | likely enconpass a 100% of your acreage.

That’s...I just want to be...that’s what the Board trieS




to do. It may not be with this first well.

HARRY HUTTON: Well, | understand that. But

what I’'m...what my problem is why didn’t they show me
all of that to start with? That’s the part that bothers
ne.

DAVI D ASBURY: | under st and.

HARRY HUTTON:. He conme to ny house and drawed

t hat out too. He showed ne and five nore people.

BUTCH LAMBERT: Before you answer ny question, |

want to...l want to ask M. Asbury, can...do you have
access to the records to see if M. Hutton was noticed
when the April...when we approved the April units?

DAVI D ASBURY: Sure. Yeah, I’1ll try.

SHARON PI GEON: 1t’s 2700.

HARRY HUTTON: That was the Hall property,

wasn’t it, the first unit?

BUTCH LAMBERT: Well, | think in that we did

nore than one unit at that tinme. So, you may have been

not i ced.
DIANE DAVIS: It will take a couple of m nutes.
(Break.)
BUTCH LAMBERT: We’1ll go ahead and get started
back. The reason that we took a break, is | asked...if

we go...if sonmeone would go down and | ook at our notices




from our June---.
SHARON PI GEON: It was June the 8th.
BUTCH LAMBERT: Well, the docket nunber is 6.
SHARON PI GEON: COkay.

DIANE DAVIS: These were filed and continued

mul tiple tines.
BUTCH LAMBERT: Okay.
SHARON PIGEON: W had an April one too. I

t hought that was---.

BUTCH LAMBERT: But that’s the...the April was

the one that, M. Absury, you said that from your...what
your records shows that we established the units.

DAVI D ASBURY: One of the units.

DI ANE DAVI S: That was your field order.

BUTCH LAMBERT: The field order from June?
DI ANE DAVI S: 2714.

DAVI D ASBURY: June the 15th is when they all

cane before the Board.

BUTCH LAMBERT: June the 15th. Now, this goes

back to the tinme |ine. M. Hutton, when did you sign
your | ease?

HARRY HUTTON: We just |ooked at it. When was

CHARLES BARTLETT: June the sonet hi ng.




HARRY HUTTON: I’d have to get it and look

agai n. | believe it was July. July the 27th, |
bel i eve, it was.

BRUCE PRATHER: It would be on the | ease.

TONY HOLBROOK: 2010.

HARRY HUTTON: 2010, July---.

MARY QUI LLEN: It was July the sonething.

HARRY HUTTON: Is it in that one or this one?

It may be in this one.

BUTCH LAMBERT: But your...it was in July, is

t hat correct?

HARRY HUTTON: It was in July, yeah. But |

don’t see it in this one. It’s got to be in that one.

TONY HOLBROOK: That’s not the lease.

CHARLES BARTLETT: We were just looking at it a

m nut e ago.

HARRY HUTTON: The lease, is this it? See if

this is it.

TONY HOLBROOK: No, that’s not the lease.

HARRY HUTTON:. Well, we see it a while ago.

It’s here somewhere---.

CHARLES BARTLETT: I didn’t steal it.

HARRY HUTTON: ---because ne and him | ooked at




TONY HOLBROOK: You throwed it away.

HARRY HUTTON: R ght here is sone nore.
CHARLES BARTLETT: GCh, okay.

HARRY HUTTON: Here’s the lease. Let’s see when

| signed it. The 14th of July, 2010.
BUTCH LAMBERT: Okay. Okay. Here’s the

timeline that we have on record. |In June of 2010, when
t he conpany conme before the Board for the proposed field
rules, which we have a...l have a copy of from that
neeting and, M. Hutton, | have where you were sent
certified by certified mail a notice of these proposed
field rules. This---.

HARRY HUTTON: And when was t hat?

BUTCH LAMBERT: This was...the docket was June

of ‘10...the June the 15th of '10.

CHARLES BARTLETT: But that was sent out before

t hen.
DAVI D ASBURY: So, it had to... My the 14th.
BUTCH LAMBERT: It was---.
(Butch Lanbert and Sharon Pigeon confer.)
BUTCH LAMBERT: May the 15th, that’s right. May]
t he 15t h. So, | guess, what we have, M. Hutton, is

t hat according to our records that we have you received

notice of these field rules that established the square




units. Now, if you...if you were told and |I certainly
am not disagreeing with what you say that you were told
about the circular unit. You may have been. I fully
understand that could have happened. But according to
our records, you were noticed in May that these would be
square units.

HARRY HUTTON: I n May?

BUTCH LAMBERT: Yes, sir. According to the

certified mail that went out to you that we have a copy
of, it went out to you on May of 2010.

HARRY HUTTON: And they would be in squares to
be drill ed?

BUTCH LAMBERT: Yes, sir. Yes, sir. And we can

provide you copies of this if you would like to see
t hem However, given that, what this Board...l hope
have the consensus of the Board is going to reconmend
that this conpany cones back and sits down with you and
wor ks out these issues with you and, if not, | would
encourage you to file a petition to cone back before
this Board on your own to contest this matter.

HARRY HUTTON: When I come back, I'm going to

bring sone w tnesses.
BUTCH LAMBERT: Ckay.
SHARON PI GEON: COkay.




HARRY HUTTON: There will be six of them

BUTCH LAMBERT: Absolutely. That’s what I would

encourage you to do and recommend that you do. kay, |
woul d like a commtnent from the conpany that you al
Wi || continue to neet with him and explain to him about
the field rules and about the units and how every unit
that’s added will encompass more of his acreage.

JONATHAN YARBOROUGH: W certainly will,

Chairman Lambert. We’ll make an effort to keep---.

BUTCH LAMBERT: Do | have anything further fron

ei ther you, M. Hutton or M. Yarborough, before | call
for a vote to establish this unit?
(No audi bl e response.)

BUTCH LAMBERT: Any further discussion?

HARRY HUTTON: I’'d like to say---.

BUTCH LAMBERT: I'm sorry, Mr. Hutton. Go
ahead.

HARRY HUTTON: I don’t think it ought to be
approved until this is settled, | nean, one way or
another. If you’re going to give them permission to
drill---.

BUTCH LAMBERT: No, now, M. Hutton, please

don’t mi sunder stand here now. This does not give then

permssion to drill this well. All this...all




this...what we’re being asked for the Board to do is to
establish the unit, okay, and say that the unit...you
can have this 160 acre unit. Now, they have to get a
permt in order to drill a well. That permt has to
come from M. Asbury at our Dvision of Gas and Q.
Now, there’s one other issue that’s complicating this
whole matter and that’s the letter that we have from
Washi ngt on County.

HARRY HUTTON: | under st and.

BUTCH LAMBERT: We won’t...we won’t allow themn

to drill that well until this matter is resol ved.
HARRY HUTTON: | al ready knew about that.
BUTCH LAMBERT: So, drilling the well could be

sonmeti me down the road for you.

HARRY HUTTON: It could be two or three years.

BUTCH LAMBERT: I can’t tell you that and would

not even venture to guess.

SHARON Pl GEON: Or not at all if this isn’t...1if

this isn’t cleared up, there will be no drilling of the

wel | .

HARRY HUTTON: That’s what I said. It just
needs to be cleared up and we wouldn’t...I wouldn’t be
here...you know, i f we met and t al ked t hey

wouldn’t...none of them would talk.




BUTCH LAMBERT: Well, | think...l think to make

you nore confortable and other land owners nore
confortable, and there’s a lot of work to be done before
a well can be drilled, and it would be in the company’s
best interest to conme back and sit down wth you again
and explain to you exactly what’s taking place and
explain that this is only an approval to establish that
unit and to work with you on your acreage and what you
can get into that unit and how nuch... how nuch that you
Wi - - -

HARRY HUTTON: Receive out of the one-eighth

proceeds. I understand. But there’s one other thing
that I’'d like to comment about. If they can’t be honest
in the first dealings, I mean, what’s going to happen 1if
they hit gas. I wouldn’t get a penny out of it to buy a
Bi g Mac or not hi ng.

BUTCH LAMBERT: Then you file a petition and

come before this Board and we’ll hear you.

HARRY HUTTON: That’s what I told them I’d buy

ny famly a Big Mac if they hit gas.

RONNI E OSBORNE: Hey, you’ll not get that much

nmoney.

BUTCH LAMBERT: Anything further before | call

for a vote?




MARY QUILLEN: | have just one request fronm
M ...for M. Yarborough.

BUTCH LAMBERT: Ms. Quill en.

MARY QUILLEN. On your B to separate our your

| eased and unl eased, we need the total percentage of
unl eased. |If you could just include a B-3 wth that or
separate...down at the bottom of the line the totaled
| eased and total unleased.

JONATHAN YARBOROUGH: Ckay. We do have that on

our next docket nunber , which is the pooling
appl i cation.

MARY QUI LLEN: Yeabh.

JONATHAN YARBOROUGH: W can---.

MARY QUILLEN: Right. But it...this is the

first one we see. So, it really needs to be on this.

JONATHAN YARBOROUGH: Okay. Do you want us

to---7?

BUTCH LAMBERT: And also, M. Yarborough, the

Board before noving forward and calling for a vote, we
woul d |ike a new Exhibit A that shows the |anguage at
t he top. | think all of our exhibits have that
| anguage. It cut off maybe from a fax. If you could
j ust share that with M. Asbury.

JONATHAN YARBOROUGH: Sur e.




HARRY HUTTON: I’d 1like to make one othen

comrent .

BUTCH LAMBERT: Yes, sir.

HARRY HUTTON: When I come back, I’'m going to

bring the property...my property with that circle drawn
on it. | will bring it back and show everybody.

BUTCH LAMBERT: Ckay. | w shed you had it with

you today.

HARRY HUTTON: I told them I’ve got so much

that’s hard to keep...I got a dozen of these. I can’g
keep up with everything.
BUTCH LAMBERT: Okay. Do | have a notion?

(No audi bl e response.)

BUTCH LAMBERT: Well, hearing no notion, M.

Yar bor ough, that...your request is not approved.
JONATHAN YARBOROUGH: COkay.

BRUCE PRATHER: M. Chair man.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: I think what we’re doing is

we’ re deferring approval of this permit wuntil this
problemw th the county is resol ved.

BUTCH LAMBERT: Well, we’re not deferring the

permt.

BRUCE PRATHER: No.




BUTCH LAMBERT: What the request is is to

establish the unit?

BRUCE PRATHER: The unit, yeabh.

SHARON PIGEON: M. Prather, if you want to

continue this, you should nake a notion to that affect.
Ot herwi se, failure for lack of a notion neans these
fol ks have to refile and new fees paid and all of that.
So, 1if you wan to defer it, I’'m not saying that’s what
vou want to do, but if that 1is what you think you’re
doi ng, you need to do it by a notion for a continuance.

BRUCE PRATHER: I think I'd feel more

confortable deferring it until we get all of these other
stuff resol ved.

BILL HARRI'S: So, is that a substitute notion?

BRUCE PRATHER: Well, I don’t exactly how to put

BlILL HARRI S: Tt’s not a substitute.

BUTCH LAMBERT: I don’t know. We didn’t have 4

not i on. | called for a notion and we did not get al
notion. So, do we have a notion?

MARY QUI LLEN: To defer---.
SHARON PI GEON: To continue it.

MARY QUI LLEN: Or to continue it, I’'m sorry. To

continue this until we have the issue wth M. Hutton




resol ved.

BRUCE PRATHER And the county.

BILL HARRIS: And the county. O is that---?

BUTCH LAMBERT: Well, the county...the county

zone would be a permt issue.
MARY QUI LLEN: That’s a permitting issue.
BRUCE PRATHER: Yeah.

MARY QUILLEN: But | think the issue with M.

Hutton’s concerns---.

BRUCE PRATHER: I think that’s a pretty good

| dea.

BUTCH LAMBERT: To conti nue---.

MARY QUILLEN: Continue this item until the

| ssues have been clarified and satisfied with M.
Hut t on.
BRUCE PRATHER: Bet ween M. Hutton and the

conpany.
MARY QUI LLEN: Exactly. Between M. Hutton and

Sout heast Land.
CHARLES HALES: I don’t understand what you’re

sayi ng.

MARY QUILLEN: I'm making a proposal that we

continue this item until the issue with M. Hutton iIs

sati sfi ed.




CHARLES HALES: What is the issue with M.

Hutt on?

HARRY HUTTON. He has not been listening, has
he?

(Laughs.)

CHARLES HALES: | nean, the issue is...|l nean,

we’ve heard testimony all day about some sort of orderly]
provision of drilling units, a square---.
MARY QUI LLEN: Your attorney just agreed.
CHARLES HALES:. Huh?

MARY QUI LLEN: Your attorney just agreed to

continue to work with this gentlenen.

CHARLES HALES: Well, I didn’t...but I didn’t

under st and what you were saying.

MARY QUI LLEN: Your attorney just agreed to

continue...to work with M. Hutton to work out this
| ssue that he has.

JONATHAN YARBOROUGH: I didn’t necessarily agree

to the continuance. But | certainly agreed to work with
himto get these issues resolved. W want to work with
al | of our land owners and make sure that they’re happy
and sati sfied.
MARY QUI LLEN: Ri ght.
JONATHAN YARBOROUGH: Maybe that was the probl en




and worked with thema little bit too nuch and got then

confused with these circles. But, I mean, I'm not going
to sit here and say that | agreed to a continuance. I
t hi nk---.

MARY QUI LLEN: Well, no, no, I'm not saying that

vou agreed to a continuance because that’s the Board---.

JONATHAN YARBOROUGH: That’s without...I don’t

have any discretion...| have no---.

MARY QUI LLEN: Yeah, that’s...you agree...right.

You agreed to work with M. Hutton and we are proposing
to continue the itemuntil the issue has been resol ved
with Mr. Hutton. That’s our proposal or our...yes, the
Board...to the Board.

CHARLES HALES: Now, we’ve heard testimony today

that as these units are drilled at sone point he wll
get...you know, if there’s gas on 1it, he would get a
100% of his land in there. Are you wanting us to try to
get a 100% in this one unit here that we’re working on?
s that---7?

MARY QUILLEN:. Don’t try to put words in my

mouth. That’s---.

BUTCH LAMBERT: Ms. Qillen, may |...may | try

to nake it clearer?

MARY QUI LLEN: Sure.




BUTCH LAMBERT: | think the notion would be that

the conmpany go back to work with M. Hutton and M.
Hutton be satisfied with the square units and that
this...and the Board...I don’t want to put words in Ms.
Quillen’s mouth. But her motion would be to continue it
for thirty days?

MARY QUI LLEN: Correct.

BUTCH LAMBERT: Until M. Hutton is satisfied

t hat the square units is what it should be.

HARRY HUTTON: That’s fine.

BUTCH LAMBERT: Now, |---.

HARRY HUTTON: | tried...l tried to work wth

them, but they wouldn’t even talk to me.
CHARLES BARTLETT: You never called ne a single

tine.

BUTCH LAMBERT: So, we have that...gentlenen,
there’s no more discussion. I’ve called for a vote.
I’ve called for a motion. We have the motion on the

table that we continue this for 30 days to allow the
conpany to neet with M. Hutton and to better work with
M. Hutton on explaining the field rules and the square
units. Is that...I'm I---7?

MARY QUI LLEN: That’s correct.

BUTCH LAMBERT: Ckay. Ckay, so, | have a




not i on. Do | have a second?

BRUCE PRATHER: 1’11 second it.

BUTCH LAMBERT: | have a notion and a second.

Al those in favor, signify by saying yes.
(Al'l menmbers signify by saying yes.)
BUTCH LAMBERT: QOpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you. This...the notion is

to continue this until the next neeting.

JONATHAN YARBOCROUGH: M. Chairman, that wll

al so effect the next three docket items, one which is
pooling of CG7, the other one is the establishnment of C
8 and then pooling of C-8 because without Mr. Hutton’s
percentage in C 8---.

HARRY HUTTON: | want to say sonething regarding

to C8. They’ve got to go through me to get to that.
This needs to be resol ved too.

BUTCH LAMBERT: Ckay. W will get to that one

In just a second.

SHARON Pl GEON: Are you asking those Dbe

cont i nued?

JONATHAN YARBOROUGH: We are asking that those

be...in light of the Board’s decision on this. I don’t

t hi nk we have any ot her choi ce.




BUTCH LAMBERT: On seventeen...item seventeen

and ei ght een?

Bl LL HARRI S: And ni net een.

BUTCH LAMBERT: And ni net een?

JONATHAN YARBOROUGH That would be...it | ooks

like it’s nineteen, twenty and twenty-one.

BUTCH LAMBERT: Ckay. Ni neteen, twenty and

t wenty-one you want to continue---.

Bl LL HARRI S: What | understand---.

MARY QUI LLEN: Which one does this | ady have?
Bl LL HARRI S: ---C7 and GCG8 involves M.

Hutton’s property.

JONATHAN YARBOROUGH: Ri ght .

BILL HARRI S: You said twenty, that’s D-4.

MARY QUI LLEN: And that’s not his property.

JONATHAN YARBOROUGH: D4 is twenty-two and

twenty-three is what | have.
CHARLES BARTLETT: D-4 has nothing to do wth
M. Hutton.

JONATHAN YARBCROUGH: | know. |  know.

understand that. I’m not asking that it get continue.

BILL HARRIS: Qur twenty is the establishnent

for D4 and twenty-one is the pooling of D4 for twenty

and twenty-one. So, we want to nake sure we have the




ri ght nunbers.
HARRY HUTTON: I'm I done.
BUTCH LAMBERT: No, sir.
HARRY HUTTON: Ckay.

BUTCH LAMBERT: Hang on just a m nute.
SHARON PI GEON: We want you to hear this.

BUTCH LAMBERT: You don’t get to go home early.

HARRY HUTTON: My heart is hurting.

MARY QUI LLEN: Like the D4, nunber twenty, M.

Hutton is not involved in.
BILL HARRI'S: Ch, okay. So---.
BUTCH LAMBERT: Oh, okay. GCkay. So, it---.

BILL HARRI S: I’m sorry, that’s probably---.

MARY QUI LLEN: M. Hutton is not involved in D

BUTCH LAMBERT: So, we are talking about, on

t he docket, itens seventeen continued until April. Let
me read that into the record. A petition from Sout heast
Land & Mneral, LLC for pooling of wunits C-7, docket
nunmber VGOB- 11-0315-2919 continued until April. 1Is that
correct, M. Yarborough?

JONATHAN YARBOROUGH: Yes.

BUTCH LAMBERT: Nunber eighteen, a petition from

Sout heast Land & Mneral, LLC for the establishnent of




160 acre provisional drilling unit C-8, docket nunber
VGOB- 11- 0315- 2920 continued until April

JONATHAN YARBOROUGH: Yes, sir.

BUTCH LAMBERT: And ni net een?

JONATHAN YARBOROUGH: That’s right. Correct.

BUTCH LAMBERT: A petition from Sout heast Land &

M neral, LLC for pooling of wunit C 8, docket nunber
VGOB- 11- 0315-2921 continued wuntil April. Now, M.
Hutton...M. Hutton, you can | eave now.

HARRY HUTTON: | can | eave?

BUTCH LAMBERT: Yes, sir.

HARRY HUTTON: Thank you all. | appreciate your

SHARON PI GEON: Do you understand what happened?
BUTCH LAMBERT: M. Hutton, do you have any

guesti ons about what happened?

HARRY HUTTON: I’11 call Mr. Asbury.

SHARON PI GEON: Okay. That’s a good idea.

HARRY HUTTON: I've talked to him several

times. We’ll see you.

BUTCH LAMBERT: And now we’re calling docket

Item nunber twenty, a petition from Southeast Land &
M ner al , LLC for +the establishnent of a 160 acre

provisional drilling unit D4, docket nunber VGOB-11-




0315-2922. Al parties wishing to testify, please cone
forward

JONATHAN YARBOROUGH: M. Chai r man, Jonat han

Yar borough and Charlie Hale and Charl ie Bartlett. I’d
| i ke to incorporate the testinony fromthe establishment
of CG7 into this testinony, if | may, other than just &
few questions that | just want to ask about its
rel ati onship and | ocati on.

BUTCH LAVBERT: The testi nony...for t he

background of the establishment of the units accepted.

JONATHAN YARBOROUGH: Okay. Thank you, sir.

BUTCH LANMBERT: V5. Ant sey, Wil | you be

testifying in this one? 1Is this one that you---7?
KAREN ANSTEY: Yes, sir.
BUTCH LAMBERT: Ckay. Could you state your nane

for the record, please?

KAREN ANSTEY: Yes. Karen Anstey, Abingdon,

Vi rginia.
DAVI D ASBURY: Could you spell your [last nane,

pl ease?
KAREN ANSTEY: A-N-S-T-E-Y.
DAVI D ASBURY: Thank you.
BUTCH LAMBERT: And she has been sworn?

COURT REPORTER: Yes.




BUTCH LAMBERT:. Ckay. Ckay, you may proceed,

M . Yar bor ough.
JONATHAN YARBOROUGH: I'm going to call Mr. Hale

first to cover the notice.

CHARLES M HALE

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR YARBOROUGH:

Q M. Hale, you had state your nane
earlier.

A Charles M Hal e.

Q And you’re employed?

A Wth Southeast Land & Mneral Conpany
as- - - .

Q kay. Have all oil and gas property

owners wthin this unit that are required by statute to
have been notified of this hearing been notified?

A They have.

Q And has that been done by certified mail
return recei pt requested?

A It has.

Q And have we received all of those




recei pts?

A Yes, we have.

Q And 1s 1t vyour testimony that you’ve
been able to locate and identify all of those who should
receive notice of this hearing?

A Yes, we have.

Q Dd you publish that notice in a paper
of general circulation in the county?

A Washi ngt on County News, Abi ngdon,
Vi rginia.

JONATHAN YARBOROUGH:  Ckay.

CHARLES BARTLETT

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR YARBOROUGH:

Q And, Dr. Bartlett, I'm Jjust going to ask

you one question. Were in relation to...would you just




tell the Board where this particular well is |ocated?

A W  had tal ked earlier about t he
Bl akewel | and this is the west offset to the unit that
contains the Blakewell, the first well that was drilled
on this structure. This is on the Smth property, which
Is a large track down in the south corner of it. Look
at your Exhibit A It is located in the northeast
corner of the 160 acre unit.

JONATHAN YARBOROUGH: A1l right. That’s all the

questions | have, M. Chairnan. | would nmake the sane
nmotion to strike, I Dbelieve, it’s 4.8 from the
appl i cation.

MARY QUI LLEN: 8.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAVBERT: You may conti nue, M.

Yar bor ough.
JONATHAN YARBCOROUGH: At this point, I’d make a

notion to approve the establishnment of the D4 drilling
unit .

KAREN ANSTEY: M. Chai r man.

BUTCH LAMBERT: Ms. Anstey.
KAREN ANSTEY: | woul d appeal to the Board that

you not approve it for the follow ng reasons: My husband




and | own seven and a half acres on top of GumH IIl. W
wer e approached by Gus Sorenson, who is the | ease broker
for Southeast Land & Mneral. |...after |ooking at the
| ease and reviewing it, | had questions. First of all,
M. Sorenson has not been to ny...has not spoken to ne
five tinmes, which | wunderstand is the |aw On the
fourth tinme that he was there that he did speak wth
me...now in fairness, he did cone to our hone left a
busi ness card and sorry | mssed you again a |lot of the
ti mes that apparently he showed up and we were not hone.
So, technically, if you want to say that five, it could

be construed as that. However, where he failed was that

he did not negotiate in good faith. | had tons of
guesti ons. For exanple, if our property was used for
the drilling site, who determ ned where the pipes were

| ai d? Who...you know, the egress and the...who...going
on and off the property and who protected...in other
words, what I’'m trying to do 1is to protect our
| nvest nent and our surface. | had...after going through

all of these questions in ny mnd, which he did not

answer, | narrowed down three things that were inportant
to me that I would sign the lease. I’'m not against the
lease. We need natural resources. That’s not the

issue. The 1issue 1s they didn’t acknowledge, did not




address and did not consider ny concerns. It was not
negotiated in good faith. Until they do so, I don’t
think the Board should approve 1it. I don’t think they
net the criteria of the |aw

BUTCH LAVMBERT: Ms. Anstey, how nmany acres did

you say that---?

KAREN ANSTEY: 7...well, 7.46.

BUTCH LAMBERT: And is all the---.

CHARLES BARTLETT: 8.32 is what we have.

BUTCH LAMBERT: Yeah, there’s some discrepancy)

on the exhibit that we have. The conpany 1is
representing that you have 8.32 acres.

KAREN ANSTEY: 1It’s possible because as 1

understand when we bought the property that a
Judge...the property goes down and at the back there’s a
creek and there was sone legal Ilitigation. The 7.46
that I'm giving you 1is what was on our deed. So, if
there’s a discretion, we’ve not been told that we have
nore ground than we thought we did.

BUTCH LAMBERT: But you have a surveyed deed, is

t hat correct?
(No audi bl e response.)

MARY QUI LLEN: And it’s 7.---.

KAREN ANSTEY: | mght even...l mght have it




with me. I didn’t anticipate being asked that question.

BUTCH LAMBERT: Well, it’s Jjust that we’re just

trying to clear up testimony versus what we’ve Dbeen
given in our exhibit, which actually for you if they’re
giving us more acreage than you really own you’re
getting more percentage that’s within the unit. So,
vou’ re actually coming out a little better.

CHARLES BARTLETT: Yeah, we’re being generous.

SHARON PI GEON: Maybe you don’t want to look for

t hat after all.

BUTCH LAMBERT: Any other questions from the

Board for Ms. Anstey?
KAREN ANSTEY: Yeah, we’re talking about back

here. There was sonme discussion because this is the
creek and it was down here---.

CHARLES BARTLETT: The | ocation proposed is way

back here.

KAREN ANSTEY: Oh, okay. Well, I didn’t know

that. That’s not the point. I still want a separate
| ease for gas and oil and mneral. | nean---.

CHARLES BARTLETT: That woul d be fine.

KAREN ANSTEY: Ckay. | want a specific date of

term nati on because item 1A and item 10 of the | ease

provi de | easehol ds. | want it renegotiated at the end




of five years. The lease is for five years. | want it
renegotiated at the end of five years. The third thing
that | want is if it were to be sold...is it all right
for me to address him since he addressed ne?

BUTCH LAMBERT: Wl | ---.

KAREN ANSTEY: You said to address you.
BUTCH LAMBERT: W would prefer...this Board

woul d generally prefer you to address the Board and we
can relay it for you.

KAREN ANSTEY: Okay. And the third thing is if

they were to sell the lease, | would want the right to
approve who buys it. I don’t think they’re on your
list. It’s not inhabiting what they want to do. It’s
j ust protecting ny investnent and ny surface rights.

BUTCH LAMBERT:. W appreci ate your concerns, M.

ANSt ey. What...this Board does not get involved in
| ecase rights and we don’t give opinions on leases.
That’s the responsibility of the company. However, the
company 1s not negotiating with you and hasn’t
negotiated with you in good faith, this Board can
recommend the conpany to cone back to you and do that.
You heard the entire testinony from the previous case
with M. Hutton. This Board is concerned that the

company’s do talk with and have a good working




relationship with the | and owner and the gas and m neral
owners out there.

KAREN ANSTEY: M. Chairman, not only did they

not negotiate in good faith, when | told M. Sorenson, |
said to Gus, this is what | want. You cone back to ne
and Bob and I sign it immediately. He said, ™“Well,
there are other ways to do this.” I said to him, “Are
referring about the law that allows you to pool?”  He
di d even have the courtesy to answer ne. He knew that |
knew. So, it has left a bad taste in ny nouth for
Southeast Land & Mineral because they Jjust didn’t do
t heir job.

BUTCH LAMBERT: Apparently, you’ve done some

very good research on the law and what’s required. I
appreciate that. This Board really appreciate you doi ng
your research.

KAREN ANSTEY: Well, you know, | think the

problem is that most people don’t realize that if they]
don’t sign the lease they can be pool ed anyway. | think
that’s a failure on the law’s part not to make the
owners tell the property owner and to tell them that
they’re going to be pooled anyway. You know, I think it
does an injustice to the purpose of the law by not

maki ng sure that other people...| nean, that the owners




know. |f what happened in another part of Virginia that
was highly published in the Bristol Herald, I wouldn’t
have had a clue. I wouldn’t have known and all of
these...there’s 40%...better than 40% who haven’t signed
the |ease and why not? | wonder if that...if those
people realized that they can be pooled anyway...that
they really have no say.

BUTCH LAMBERT: Well, unfortunately, this Board

has to operate within the law...well, not unfortunately,
but that’s our charge. That’s what we’re supposed to do
and just clearly stated the law that this Board has the
authority to force pool. I'm not saying that and
telling you that that’s what this Board may or may not
do here today. But | think it would be in the best
I nterest if a conpany would cone back and talk with you
before noving forward wth this one. From the
information that vyou’ve provided wus, you certainly
appear that you’re willing to work with the company on
any requests that they may have or you may have. But I,
you know...and you do...l think you do understand that
we do under the |aw can proceed with force pooling.

KAREN ANSTEY: Ch, | understand that.

BUTCH LAMBERT: And you do. You’ve made that

clear. But, again, you’ve raised a lot of concerns that




| think the conpany ought to address as far as your
rel ati onship and future rel ationshi ps with any
activities that may be going on your property or near
your property. | just had that for discussion. Any
di scussion fromthe Board?

BILL HARRIS: Let nme just ask a question. I

know that we’re probably not at the point of providing

roads there or whatever. But is there sone plan that
Wi || ...she asked about access and egress about...to the
well. |Is there a road already in place? 1|s one planned
at sone point? | know when you all wusually |ease

property you know if that...I won’t say that you know at
that tinme, but if you expect at that tinme that the roads
s going to go through their property or not go through
t heir property.

CHARLES BARTLETT: WMay | answer part of that?

W have had an invitation from owner nunber 10...in
fact, he has already constructed the roads for us---.

BILL HARRI S: Okay. So---.

CHARLES BARTLETT: ---to work wth him when

we’ re ready to drill the well. So, we will---.

BILL HARRI'S: So, access will be through that

|ot...that particular---?

CHARLES BARTLETT: W do have him under | ease.




So, we do have access through him. We’1ll probably use
that and then pay him sone danmages for his trouble to
build the road for us. We’d probably have to inprove it
sone. Let ne further coment that M. Sorenson, for M.
Anst ey, has been ill. He has not been well fromtine to
ti me and may have not responded to her as she woul d have
desi red because of periods of illnesses that he has had.
| apologize for that, but there’s nothing I could do
about it.

BUTCH LAMBERT: So, M. Yarborough and M.

Bartlett, would you be willing to conmmit to go back and
work with Ms. Anstey and her concerns?

CHARLES BARTLETT: | will...l wll see that it

| s done, yes.
KATI E DYE: M. Chairnan.
BUTCH LAMBERT: Ms. Dye.

KATI E DYE: | have a question on their Exhibit

B. | notice that Tracts 10 and Tracts 13 are under
| ease to a Muntain V Corporation from West Virginia.
Did those fol ks receive notice?

JONATHAN YARBOROUGH: I’'m not sure W thout

looking at the certified general receipts. But I don’t
t hi nk they have. | know that we do have an agreenent

W th them to narket their |eased | ands. So, they




are...they have an understanding that we’re doing that.
But as far as the formal notice certified mailing return
receipt requested, I’'m not sure.

CHARLES BARTLETT: W have talked to them and

they wanted to sell all of their leases to us. W were
I nterested in partners in the |eases, but they had sone
way off structure stuff that we didn’t want to pay money
for. So, we have not been an active negotiations wth
them But that is still remaining a possibility.

MARY QUI LLEN: Are you saying you haven’t been

active with that Muntain V Corporation or with Eddie
Al exander ?
CHARLES BARTLETT: Wth Mountain V Corporation.
JONATHAN YARBOROUGH: W actually do have a

si gned agr eenent W th Mount ai n \% to mar ket
their...market conme of their |eases.

MARY  QUI LLEN: Ckay. What about Eddi e

Al exander? What have you...what kind of contact have
vou had with him? He’s the one that owns those two
pi eces of | and.

CHARLES BARTLETT: Well, if we acquired that

| ease from Mountain V or an assignnent from them we
don’t need to talk to him. I think I’'m correct in this.

If we have this agreenent wth Muntain V we




aut omatically have access to his property. The lease is
our s.
MARY QUI LLEN: But have you contacted hin?
JONATHAN YARBOROUGH: Yeah, we have spoke wth
Eddi e Al exander.

MARY QUI LLEN: And he is in agreenent with this

| ease that you have? I mean, he’s okay with that?
JONATHAN YARBOROUGH: Yes.
MARY QUI LLEN: You’re sure?

TONY HOLBROOK: That’s what he says.

MARY QUI LLEN: Okay. Okay. But when it’s a4

third party, you know, sonetines m sconmuni cation
and. ..l just want to be sure that those folks that
actually own the |and have been actively involved and
are okay with this agreenent.

TONY HOLBROOK: In fact, M. Al exander was here

earlier this morning. I don’t see him now, but he was
her e.

CHARLES BARTLETT: W do have a potential

al ternative to come across Mr. Smith’s land to get to
Mr. Smith’s location. It’s much more difficult and
expensive location to get to and this is the nost direct
and | east expensive way.

MARY QUI LLEN: Right. Because there’s Rt. 799.




Al |l you have to do is---.
CHARLES BARTLETT: Ri ght.
MARY QUI LLEN: ---go across Tract 10 and be

right up the thing, which, of course, that’s disturbance
of that man’s property.
CHARLES BARTLETT: The |east expensive and the

| east di sturbance to the | and.

BUTCH LAMBERT: Any ot her di scussion?

TONY HOLBROOK: To clarify that, Eddie Al exander

has actually built a road for us and it’s just
wai ting---.

MARY QUILLEN. Oh, he is the one that built it

and not the Muntain V people?

TONY HOLBROCK: No, Eddie built it hinself...
Eddi e Al exander built it hinself.

MARY QUI LLEN: Ckay. Okay. ay.

CHARLES BARTLETT: He’s inviting us to get back

there and drill that well.

MARY QUI LLEN: Okay. That’s fine. That’s good.

That’s good.

BUTCH LAVBERT: Anyt hi ng furt her, M.

Yar bor ough?
(No audi bl e response.)

BUTCH LAMBERT: Before | call for a notion, |




think | have a commtnent from the conpany and M.
Yar borough that you wll imediately go back out and
neet with Ms. Anstey to address her concerns. I f not,
Ms. Anstey has the right to file a petition to cone
before this Board again if you aren’t satisfied with the
resul ts.

KAREN ANSTEY: Thank you.

BUTCH LAMBERT: Do | have a notion?
MARY QUI LLEN: Just one---.

BUTCH LAMBERT: Oh, I'm sorry. Go ahead.

MARY QUI LLEN: Just one nore comment about t hat

to follow up because |I know that you are asking to poo
al | the unleased. | would hate to see her |eased...|

mean, pooled when she’s willing to work this out.

CHARLES BARTLETT: Sure.

MARY QUI LLEN: Can you get that done before this

pool i ng order?
BRUCE PRATHER: Well, it shoul d---.
BUTCH LAMBERT: Well, I think we’re Jjust

establishing the 160 acre unit right now

MARY QUI LLEN: But the next item on the agenda

is for pooling it is what I'm saying.

BUTCH LAMBERT: That’s correct.

MARY QUI LLEN: Yeabh.




BUTCH LAMBERT: Ckay.

BUTCH LAMBERT: A good questi on.

MARY QUI LLEN: Yeah. Because I’d hate to see

her pooled and then have to go through that whole
process of, you know, releasing and disbursenent and
that sort of thing when you could, you know, work out
this...with her w thout pooling her or---.

BUTCH LAMBERT: We coul d do that. W do it all

the tine.

JONATHAN YARBOROUGH: Right. And the |aw all ow

us to continue to work with her to address her concerns.

MARY QUI LLEN: That’s what 1I’m saying. Do

you...w |l you agree to do that, that you will work with

her to get that so that she won’t be pooled?
BUTCH LAMBERT: And if you do get her | eased,

you can cone before the Board and---?

CHARLES BARTLETT: Yeah.

JONATHAN YARBOROUGH: So, are you asking us to

continue the pooling?

BUTCH LAMBERT: No.

MARY QUI LLEN: No, no, no. No, no. What I'm|

aski ng you i s your word---.

JONATHAN YARBOROQUGH: | gotcha. Ch, yeah,

absol utely...absolutely, we wll work with her. Yes.




MARY QUI LLEN: We’re asking for your word that

you wi Il take care of this | ady.

JONATHAN YARBOROUGH: You have his word. No,

I'm just kidding. You have my word.

MARY QUILLEN. And Dr. Bartlett gave his word.

So, we’re---.

JONATHAN YARBOROUGH: The reason | say is that

I'm actually my job and I’'11 be in South Carolina. The
new |awer wll give you his word as well as Dr.
Bartlett’s word.

MARY QUI LLEN: wWell, we’ll take---.

BUTCH LAMBERT: Well, we hate to see you go, M.

Yar bor ough.
CHARLES BARTLETT: W wll try to cone to a

reasonable conclusion. I don’t want to say that I’'1ll1l
agree to everything that she has already nentioned. W
wi || try to work sonething out.

BUTCH LAMBERT: Well, it sounds |ike what she

has is property concerns where lines are going to be
| ocated on your property and if you sell the property.
It don’t sound to me like those are---.

KAREN ANSTEY: A determ nation of the |ease---.
BUTCH LAMBERT: Onh, renewal of the |ease.

KAREN ANSTEY: Yeah, | want that renewed in five




years and---.

BUTCH LAMBERT: Wl ---.

SHARON Pl GEON: We don’t with lease terms.

BUTCH LAMBERT: Again, we don’t leases. We're

j ust getting a commtnent from the conpany that they

Wi || conme to you to work out those issues.

MARY QUI LLEN: And we have Dr. Bartlett’s word.

So, that’s---.

CHARLES BARTLETT: | want everybody to be happy.
MARY QUI LLEN: Good enough for ne.

BUTCH LAMBERT: Ckay. So, do | have a notion?
MARY QUI LLEN: Motion to approve.

BILL HARRI S: T’11 second that.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menmbers signify by saying yes.)
BUTCH LAMBERT: QOpposed, no.

(No audi bl e response.)

BUTCH LANMBERT: Ckay. Thank  you, M.

Yarborough, it’s approved.

(Butch Lanbert and Sharon Pigeon confer.)




BUTCH LAMBERT: Yes, M. Yarborough, we need a

new Exhibit A that’s not cut off.

SHARON PI GEON: Wth the legend on it.

BUTCH LAMBERT: Okay. Now, we’re calling docket

item twenty-one, a petition from Southeast Land &
M neral, LLC for pooling of wunit D4, docket nunber
VGOB- 11- 0315- 2923. Al parties wishing to testify,
pl ease cone forward.

JONATHAN YARBCROUGH: Jonat han Yarborough and

Charlie Hale for Southeast Land M neral.
BUTCH LAMBERT: You may proceed, M. Yarborough.
JONATHAN YARBOROUGH: Okay. Thank you.

CHARLES M HALE

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR YARBOROUGH:

Q Mr. Hale, 1if you’d state your name for
the record, who you’re enployed by and in what capacity.
A Charles M Hal e, Sout heast Land &
Mineral and I'm a mining engineer.

Q Have all of the oil, gas and property

owners within unit D4 that are required by statute to




have been notified of this hearing been notified?
A They have.
Q Has this been done by certified mail

return recei pt requested?

A It has.

Q Have you received all of those receipts?
A Yes, we have.

Q And as we tal ked about earlier, Muntain

V is aware that we are marketing their leases on their
behal f ?

A Absol ut el y.

Q Okay. Is it your testimony that you’ve
been able to locate and identify all who should receive
notice of this hearing?

A Yes.

Q kay. Dd you publish notice in the
paper of general circulation in the county where this
unit is |ocated?

A Washi ngt on County News, Abi ngdon,
Vi rginia.

Q And has an affidavit of due diligence
been submtted to DMVE?

A Yes.

Q And vyou’ve...we filed to pool any




unl eased interest in D-4?

A Yes, D-4. That’s correct.

Q Ckay. Sout heast Land & Mneral own
drilling rights in the unit...in this unit?

A Yes, they do.

Q Prior to t he filing of this

applications, were efforts made to contact each of the
respondents owning an interest in the unit and attenpt
to make...to work out a voluntary |ease agreenent wth
each?
A We have. It’s ongoing. We want to
| ease everyone that would |like to | ease.
Q Ckay. What is the interest under |ease
to Sout heast Mnerals in the gas estate in this unit?

A D4 is 59.98%

Q And the unl eased parties are set out in
Exhibit, I believe, that’s what B-3?

MARY QUILLEN: We don’t have a B-3 in our

packets.

JONATHAN YARBOROUGH: We’d ask that be able to

submt a |late Exhibit B-3.

Q The only...are the unleased parties
|isted in Exhibit B?

A Yes.




Q As well as the | eased parties?
A Yes.
BUTCH LAMBERT: You wll submt that to M.

Asbury---7?

JONATHAN YARBOROUGH: Yes, M. Chair man.
BUTCH LAMBERT: ---soon?

JONATHAN YARBOROUGH: Yes. Very soon.
BUTCH LAMBERT: Ckay.

Q So, how...what percentage of the gas
estate remai ns unl eased?

A D4 it is 40.02%

Q In your professional opinion, was due
di | i gence exercised to | ocate each of the respondents...

unl eased respondents naned in Exhibit B?

A Yes.
Q Are the addresses set out in that sane
exhi bi t are the |ast known addresses fro the

respondent s?

A They are along with the tax map nunbers.
Q Ckay. Are you requesting the Board to
force pool all wunleased interest that are listed in

Exhibit B that wll also be separately in late filed
Exhibit B-3 with the Board?

A I am




Q And could you advise the Board to what
the terns are?

A Five dollar paid up bonus for five
years...for a five year term per acre and a one-eighth
royalty.

Q I n your opi ni on, does t hat ternm
just...that you just testified to represent the fair

mar ket val ue of and the fair and reasonabl e conpensati on

to be paid for drilling rights within this unit?

A Yes, it does.

Q As to those respondents listed currently
in Exhibit B that are wunleased and that wll be

submtted in late filed Exhibit B-3 do you agree that
t hey should be allowed the follow ng statutory options:

1)Direct participation; 2) a cash bonus of five dollars per
net mneral acre plus a one-eighth of eight-eighths royalty;
or 3) in lieu of a cash bonus and one-ei ghth of eight-eights
royalty share in the operation of the well on a carried
basis as a carried operator under the follow ng conditions:
Such carried operator shall be entitled to the share of
production from the tracts pooled accruing to his or her
i nterest exclusive of any royalty or overriding royalty,
reserved in any |eases, assignnents thereof or agreenents

relating thereto of such tracts, but only after the proceeds




applicable to his or her share interest equal, 300% of the
share of such costs applicable to the interest of the
carried operator of a leased tract or portion thereof or
200% of the share of such costs applicable to the interest
of a carried operator of an unleased tract or portion
t her eof ?

A | do.

Q Do you recommend that the order provide
t hat el ections by respondents be in witing and sent to the
applicant at Southeast Land & Mneral, 254 Bradley Street,
Abi ngdon, Virginia 24210.

A | do.
Q Do you recommend that the order provide
that if no witten election is properly nmade by 4

respondent, then such respondent should be deened to have
el ected the cash royalty option |lieu of any participation?

A Yes, | do.

Q Shoul d the unl eased respondents be given 30
days from the date that they receive the recorded Board
order to file their witten el ections?

A Yes.

Q | f an unl eased r espondent elects to
participate, should they be given 45 days to pay their

proportionate share of the actual well costs?




A Yes, they shoul d.

Q Does the applicant expect the party
el ecting to participate to participate to pay in advance
that party’s share of actual well costs?

A Yes.

Q Should the applicant be allowed a 120 days
followng the recordation date of the Board order and
t hereafter annually on that date until production is
achieved to pay or tender any cash bonus or delay rental
becom ng due under a force pooling order?

A Yes, | do.

Q Do you recommend that the order provide
that if a respondent elects to participate, but fails to pay
their proportionate share of actual well costs then that
el ection to participate should be treated as having been
Wi t hdrawn and void and such respondent should be treated as
if no initial election had been filed under the Board, in
ot her words, deened to have been | eased?

A Yes, | do.

Q Do you recomend that the order provide
t hat where a respondent elects to participate but defaults
in regard to the paynent of well costs any cash sum becom ng
payable to that respondent be paid within 60 days after the

| ast date on which the applicant could have successfully,




pai d those costs?

A Yes.
Q And who shoul d be naned operator under the
force pooling order?

A Sout heast Land & Mneral, LLC

Q What is the total depth of this proposed

wel | under the plan of devel opnent?

A This well is going to go approxinmtely
7, 400 feet.
Q Do you have the estimated reserves over

the life of the unit?

A 250 to 300 mllion ncf.

Q Are you famliar with the well costs?

A Yes, | am

Q Has an AFE been reviewed, signed and

subm tted to the Board as Exhibit C?
A Yes, it has.

Q In your opinion, does it represent a
reasonabl e estimate of the well costs?
A It does.

Q Could you state both the dry hole costs
and conpleted well costs for this well?

A The dry hole cost are $500, 008...
$508, 000. . . $508, 500.




Q And- - -7

MARY QUI LLEN: That’s not what’s on the AFE.
SHARON PI GEON: The dry hol e?

BUTCH LAMBERT: The dry hol e?

A Oh, the conpleted...the conpleted costs
are- - - .

MARY QUI LLEN: The dry hol e costs.

Q The dry hole costs and the conpleted,
tell us---.

A The dry hole costs are $508, 500.

MARY QUI LLEN: That’s not what’s on the AFE on
t he dry hole.

A That’s the dry hole cost.

MARY QUI LLEN: Here’s the completed right here

and here’s the dry hole.
SHARON PI GEON: Maybe M. Hale should testify

about this. He signed it.
A Do you have one with ny signature on it?

SHARON Pl GEON: Uh- huh

A May | see yours?
SHARON PI GEON: You certainly may.

A Well, I’'m glad you got mine Dbecause I
don’t have my sSignature on the one that | was | ooking

at .




SHARON Pl GEON: Well, I can’t address that.

A The total dry hole costs is $514, 900.

Q And the conpleted well costs?

A $898, 560.

Q Does your AFE include a reasonable
charge for supervision?

A Absol utel y.

Q In your professional opinion, would the

granting of this application be in the best interest of
conservation, the prevention of waste and protection of
correlative rights?

A It woul d.

JONATHAN YARBOROUGH: No further questions, M.

Chai r man.
BUTCH LAMBERT: Any questions fromthe Board?
BRUCE PRATHER: I’ve got one question.
BUTCH LAMBERT: M. Prather.
BRUCE PRATHER: You were reading the thing so
fast, but from what | heard in there...l think | heard

this right, but anyway it says that the bonus is going
to be recouped by you fromthe net incone fromthe well.
Is that correct? The bonus given to the royalty owners
I s recouped fromthe net.

CHARLES BARTLETT: I don’t think that’s in the




| ease.

BRUCE PRATHER: I mean, we’ve had this happened

bef ore. | think he said sonmething to that effect up
there at the front. He was going so fast. Sonet hi ng
about from the net. We’ve had this before and it’s not
exactly---.

JONATHAN YARBOROUGH: That was the---.

CHARLES HALES: Was that the |ast statenent you

asked ne?

BRUCE PRATHER: Is it the bonus or what is being

recouped fromthe net?

CHARLES HALES: A cash bonus of five dollars

paid up per net mneral acre with a one-ei ghth bonus.

JONATHAN YARBOROUGH: We were just reading the

St at ut ory opti ons.

BRUCE PRATHER: Yeah, well, I mean, that’s all

right. But the thing about it, we’ve had people come in
here wanting to recoup the bonus from the net from the
wel | .

JONATHAN YARBOROUGH: I don’t think we’re asking

for that.
BRUCE PRATHER: And so if you’re not asking for

that then I’'m out of order, but you were going so fast I

wasn’t sure of what you said.




CHARLES HALES: Are you tal king about---7?

MARY QUILLEN: And we’ve heard it before and

that’s the reason we---.

BRUCE PRATHER: Yeah, we’ve heard it before.

CHARLES BARTLETT: Yeah, I don’t think we’ve

ever had that in any of our proposed | eases.

MARY QUILLEN. Qur ears pick up...perk up when

we hear that.

CHARLES HALES: In lieu of a cash bonus, one-

ei ghths of eight-eighths royalty share of the operation
of the well on a carried basis.

JONATHAN YARBOROUGH: | was talking fast. I

probably confused you going over the statutory options.

BRUCE PRATHER: That’s the reason that I brought

it up because I wasn’t for sure what you said.
BUTCH LAMBERT: You want to South Carolina?
JONATHAN YARBOROUGH: Yeabh.

CHARLES BARTLETT: | would note that we do not

have in our |eases any post production charges.

BUTCH LAMBERT: Any other questions from the

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Okay. Ms. Anstey.

KAREN ANSTEY: I’'m sorry, I was looking for what




he questioned because | have a copy of the |ease.

BUTCH LAMBERT: Any comments on this one or

concer ns?

KAREN ANSTEY: No.

BUTCH LAMBERT: Ckay. | have one. M. Asbury,

do we have a...did you get a second page to the
docunents that we received from Washi ngton County on the
zoning issue? W have one page that seened to stop in
the mddle of a paragraph in the mddle of a sentence.

MARY QUILLEN. The order...actual order | ooks

| i ke it should be nore than one page.

DAVI D ASBURY: There’s more than two pages I

remenber on the original.

BUTCH LAMBERT: |If you have that, if you could

j ust see that the Board nenbers gets a copy of that in
t hei r packets, please.

DAVI D ASBURY: Yes, sir, | wll.

BUTCH LAMBERT: Ckay, thank you. Anyt hi ng

further, M. Yarborough?
JONATHAN YARBOROUGH: No, M. Chai rnman.

BUTCH LAMBERT: Do | have a notion?

MARY QUILLEN: Mdtion to approve wth those

revised itens and the B-3 and | believe it was the

Exhibit A we asked for a copy that had all the




information on it and the B-3 and Mr. BARTLETT’s word
that he is going to work Ms. Anstey to take care of
t his.

BUTCH LAMBERT: | have a notion. Do | have 4

second?
Bl LL HARRI S: Second.
BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT: Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Yarborough. 1It’s

approved.

KAREN ANSTEY: Thank you, Board.

BUTCH LAMBERT: Thank you. Calling docket iten
t wenty-two. A petition from Range Resources-Pine
Mountain, Inc. for a well | ocation exception for

proposed well 900022, docket nunber VGOB-11-0315-2924.
M . Yarborough, good | uck.
JONATHAN YARBOROUGH: Thank you. | appreciate




BUTCH LAMBERT: N ce having you before the

Boar d.
DAVID ASBURY: W have four pages wth the

Washi ngt on County docunent. Did your packet not---?
BUTCH LAMBERT: Qur packet has got the first

page.
DI ANE DAVI S: Your packet | think got what was

faxed originally and instead of the original. I didn’t
have the original.

BUTCH LAMBERT: Okay. We’re just concerned that

it didn’t down to the end and say just kidding.

DIANE DAVIS: | wanted to nmke certain when |
did these that you go it. | did not have the original
at the tine. Al | had was a fax page.

DAVI D ASBURY: We’ll make sure they’re in the

Board packets in April.
BUTCH LAMBERT: kay. Thank you. You may...you

may proceed, M. Scott.

TI M SCOTT: Thank you, M. Chairman. GCentl enen,
you’ve already been sworn. Are you going to call the
docket item? You’ve already called 1it. I'm sorry. I
was busy, sorry.

(Laughs.)

SHARON PICGEON: You don’t get to run the




meeting. I don’t care how patient you’ve been.

MARY QUI LLEN. Dd we wear you out, TinP

TIMSCOIT: I can’t do it. Sorry.

PH L HORN
having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q M. Horn, would you restate your nane,
by whom you’re employed and your Jjob description?
A My name 1is Phil Horn. I'm employed by

Range Resources-Pine Muntain, Inc. as the | and nmanager.

Q Are you famliar with this application?
A Yes, | am
Q Are you famliar with the mneral owners

underlying this unit, are you not?

A Yes, | am

Q And those parties are set out on Exhibit
B, is that right?

A That’s correct.
Q Can you tell nme who operates the wells
from which the well location exception is requested

t oday?




A Range Resources-Pi ne Muuntain, Inc.

Q And in this particular case, Range
Resources is also an owner, is that right?

A That’s correct.

Q And you operate solely on this one, is
t hat correct?

A That’s correct. A 100% o0il and gas
al so.

Q Ckay. Now, as far as notice to the
parties |listed on Exhibit B, how was that acconplished?

A By certified mail.

Q And we’ve provided proof of mailing to
M. Asbury, is that right?

A That’s correct.

TIM SCOIT: Okay. That’s all I have for M.

Hor n.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Mr. Horn, I'm sorry, I missed

when you testified the operators of the adjacent wells.

PHI L HORN': That’s Range Resources- Pi ne

Mount ai n, |nc.

BUTCH LAMBERT: Okay. Thank you. I wasn’t---.

TIM SCOTT: M. Horn, those are Chesapeake




wells, is that right?
PHI L HORN: That’s correct. That’s why we have
t hose di fferent nunbers than we usually have.

BUTCH LAMBERT: Ckay.

TIM SCOTT: Those have been assigned to you all
t hough, correct?
PHI L HORN: That’s correct. Yes.

BUTCH LAMBERT: Ckay. Thank you. Any ot her

questions fromthe Board?

BRUCE PRATHER: I’'ve got one question. Is this

on your new acreage block that you purchased fron
Chesapeake?

PH L HORN: Yes, sir.
BRUCE PRATHER: Ckay.

BUTCH LAMBERT: Any ot her questions?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.

QUS JANSEN

having been duly sworn, was examned and testified as
f ol | ows:

Dl RECT EXAM NATI ON

QUESTI ONS BY MR, SCOIT:

Q M. Jansen, would you please state your




name, by whom you’re employed and your job description?
A My name is Gus Jansen. I'm employed by
Range Resources-Pine Muntain, Inc. as the mnager of
geol ogy.

Q And you participated in the preparation

of this application, is that correct?

A That is correct.

Q Please tell the Board why we’re seeking
a well location exception for this particular well.

A Yes. If the Board will refer to Exhibit

AA, which I’ve handed out, the well location has been
selected to allow for the maxinum recovery of the gas
resource within the existing topographic constraints as
depi cted on the nmap. The nearest |ocation that would

adhere to the statewide well spacing requirenents is

| ocated approximately 2,000 feet to the west. So,
therefore, not drilling at the proposed | ocation. It
Wi 1| result in approximately 87.24 acres of stranded

reserves, which is depicted by the stippled green area
around the well that we’ve proposed.

Q Do we have topographic constraints or
what - - - ?
A Yes, topographic constraints.

Q And what’s the proposed depth of this




wel | ?

A 5,041 feet.

Q And what is the potential loss of
reserves 1f the Board doesn’t grant our application
t oday?
A 325 mllion cubic feet of gas.
Q So, if the Board grants our application
t oday, it would result and pronote conservation, prevent
waste and we all...we have no correlative rights issues,
I s that correct?

A That is correct.

TIM SCOIT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT: So, M. Jansen, the gas owner in

t he adj acent well is who?

@GUS JANSEN: That’s also Range Resources.

BUTCH LAMBERT: Range, okay. Any ot her

questions fromthe Board?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do | have a notion?

BRUCE PRATHER AND MARY QUILLEN: Mtion to

appr ove.

MARY QUI LLEN: Second.




BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAVMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Scott. It’s

appr oved. Calling item twenty-three on the docket, 3
petition from Range Resources-Pine Muntain, Inc. for a
wel | | ocation exception for proposed well 900031, docket
nunber  VGOB- 11- 0315- 2925. Al parties wshing to
testify, please cone forward.

TIM SCOIT: Tim Scott, @Gus Jansen and Phil Horn
f or Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, M. Scott.

PH L HORN
having been duly sworn, was examned and testified as
f ol | ows:
Dl RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q Mr. Horn, your name, by whom you’re




enpl oyed and your job description, please?

A My name is Phil Horn. I'm land manager
f or Range Resources-Pine Mountain, Inc.

Q And you’ re familiar with this
appl i cation?

A Yes, | am

Q And you’re familiar with the ownership
of the mnerals underlying this unit?

A Yes, | am

Q And with regard to this particular unit,
do we have the sane situation as far as ownership as we
did with the previous unit?

A Yes, we had a third party tracking this
uni t .

Q kay. And those parties were notified,

Is that correct?

A By publicati on.
Q Yes, okay. Wth regard to the units or
the...from which we’re seeking the well location

exception, who operates those wells?
A Range Resources-Pi ne Mountain, Inc.
Q So, in this particular situation, Range
I s al so an owner and operator, is that correct?

A. That 's correct.




Q Ckay. And those wells were again
acqui red from Chesapeake, is that right?
A That’s correct.

Q Now, we do...you just indicated to the
Board that we have third party ownership of sonme of the

gas underlying this unit, is that right?

A That’s correct.

Q And that is part of the Yellow Poplar
Lunber---7?

A That’s correct.

Q ---ownership, is that right?

A That’s right.

Q How did we notify the parties that we

were going to have this hearing today?

A By certified mail.

Q And by publication?

A Publication in the D ckenson Star.

Q kay. And those proofs have been

provided to the Board, is that right?
A Yes.

TI'M SCOTT: Okay. That’s all I have for Mr.

Hor n.
BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)




BUTCH LAMBERT: M. Scott,---.
TI M SCOTT: Yes, sir.
BUTCH LANBERT: ---in the past we have had

testimony from EQT about a 2,000 acre tract and I’'m not
sure 1if...I don’t know 1f this 1s the exact area or it
could be or couldn’t be that they have done all the due
di ligence on that 2,000 acre tract and they are
satisfied with their results. Is this within that 2,000
acres that EQ --7?

TIM SCOTT: No, sir. This is a different tract.
This is a 160 acre tract. |Is that right, M. Horn?

PHIL HORN: It’s surveyed out to be a 134.58

acre tract.

TI M SCOTT: But it’s not part of that
original---.

PHIL HORN. It is not part of that tract.

BUTCH LAMBERT: Not part of that original?

TI M SCOTT: No, sir.

BUTCH LAMBERT: Ckay. So, we have accepted

EQT’s testimony on their research that they’ve done on
t he Yell ow Poplar Lunber that we know has been decl ared
bankruptcy over a 100 years ago---7?

TI M SCOTT: Yes, sir.

BUTCH LANBERT: ---and...so, the questions is,




what ki nd of research has Range Resources...Range done
that would get this Board confortable that all due
di | i gence has been done with Yell ow Poplar that EQT has
done?

TIM SCOIT: M. Chairnan, | had actually

testified before the Board as to what Range Resources
has done including...if the Board will give ne liberty
to do so.

BUTCH LAMBERT: Yes, sir.

TIM SCOIT: Including contacting the Illinois

Secretary of State’s office looking for any information
concerning incorporators, who the shareholders were,
actually...l actually examned the title to the property
both in Buchanan County and any...any |leads that we
could find in Dickenson County as well. Basically, it’s
a dead end. There are...| believe, the bankruptcy was
in...was in South Carolina and it basically stops at
that point. So, that’s where we are.

BUTCH LAMBERT: So, the paper trail ends in the

bankruptcy in South Carolina?
TIM SCOTT: Yes, sir
BUTCH LAMBERT: Okay.
SHARON PI GEON: So, what is your professional

opinion as to the ownership of this since that




bankrupt cy was concluded a 100 years ago?

TIM SCOTT: Wll, as | think, M. Pigeon, you

and discussed, the case that I’ve reviewed indicates
that if there has been disposition of the property that
the trustee holds for the benefit of the creditors of

Yel | ow Popl ar Lunmber Conpany until that property can be

di sposed of. | find a case in the Southern...the
Sout hern District, which | believe was in M ssissippi,
that actually addressed this very issue. Not wth

Yellow Poplar, but a simlar situation where the
property was not disposed of and the bankruptcy filing
had been a nunber of years prior to the tinme that it was
di scovered that that particular asset was not included
and disposed of by the bankruptcy court. So
that’s...that’s why we’ve listed them as Gally Friend,
Trustee for Yell ow Poplar Lunber Conpany.

BUTCH LAMBERT: So, | assune Glly Friend has

passed on, but is still |isted?

TIM SCOTT: Well, we’ve actually...Mr. Horn and
I have been...we’ve 1looked for Gally Friend’s heirs.
We’ve used the internet. I’ve had paralegals in my
of fi ce spend hours, hours and hours just trying to sone
perinmeter of tine where we could figure out who these

heirs mght actually be, you know, through internet




research sites and actually looking in adjoining
counties to try to...even Wse County to see if we could
find anything on...l know he was a store owner in
Di ckenson County at one point. But as far as who
actual |y succeeded to himas far as his heirs or anybody
who would have been listed in a WIIl not recorded,
obvi ously, in Dickenson County or Buchanan County or
Wise County we’ve not been able to determine that.

BUTCH LAMBERT: So, has that work cone to a halt

t hen? | guess, have we have hit a wall?

TIM SCOTT: No, it is not. | think that...well,

it’s encumbered upon anybody who deals with this
particul ar conpany...l nmean, it may not be the hottest
fire in the office, but it’s certainly nothing that ever
goes away. You know, 1it’s an ongoing process. So, that
| S---.

BUTCH LAMBERT: Ckay.

TIM SCOIT: And that 1is correct isn’t it, Mr.

Hor n?
PH L HORN: Yes, sir.
BUTCH LAMBERT: Okay. Thank you.

TIM SCOIT: I'm very intimately involved with

BUTCH LAMBERT: Ckay. Thank you, M. Scott.




Any ot her questions fromthe Board?

BRUCE PRATHER. M. Chairman, if | recall right,

isn’t Equitable drilling coal bed nethane wells on Yell ow
Poplar, but they’re not drilling conventional wells?
Isn’t that correct?

TIM SCOTT: I'm not aware of that, Mr. Prather.
But | know that this particular well is a conventional
wel | .

BRUCE PRATHER: Yeah, that’s the reason that |

br ought that up---.
TI M SCOTT: Yes, sir.
BRUCE PRATHER: ---because I don’t recall...TI

don’t recall a conventional well coming before the Board
for Yellow Poplar...that Yellow Poplar had any interest
in because they’re all CBM wells.

TIM SCOIT: We have done that, haven’t it? We
actual | y have done that, M. Prather.

PHIL HORN. Range did that at the end of |[ast

year . We clipped a Yellow Poplar tract down close to
where M. Lanbert was tal king about.
BRUCE PRATHER: Onh, okay. GCkay. kay.

TIM SCOTT: And | believe it was this particular
tract, was it not or was it a different---?

PH L HORN: No, it was a different tract.




TIM SCOTT: 260 acres. Yeah, I'm pretty

famliar with all---.
BRUCE PRATHER Ckay.
PHIL HORN. This is in D ckenson County. The

ot her property is in Buchanan County.
TI M SCOTT: Buchanan County.
PHIL HORN. Yeah, this is the only tract that

we’ re aware of in Dickenson County that they own.

BRUCE PRATHER: It’s taken care of.

MARY QUI LLEN: Just one other question, M.

Scott. Do you know how many tracts are involved in the
Yel | ow Popl ar other than the great big one and these two
smal | er ones?

TIM SCOIT: Wll, as far as | know, those are

the only tracts that I'm aware of. I know that
when...if you review the records of Buchanan County, you
can see t hat Yel l ow  Popl ar was I ndebt ed to

W..Wlliam.. W M Ritter, you know, the predecessor,
of course, of Plum Creek.

MARY QUI LLEN: Uh- huh. Ritter Lunber...yeah.

Uh- huh.
TIM SCOIT: And several of the tracts that

were...that were conveyed back from..were actually

j ust ... Yel |l ow Popl ar conveyed those tracts back to W M




Ritter in lieu of foreclosure because they were going to
be foreclosed on under the terns of Deeds of Trust and,
obvi ousl y, unsatisfied prom ssory notes. So, | do know

that at one point it was a fairly sizeable | and hol di ng.

At one point, | think they also had...their officers
were actually on Fifth Avenue in New York. | think that
as they noved around the country, frankly, | think it
was to avoid creditors. That’s what it appeared to me,
you know, based on...| mean, that was just checking

t he---.

MARY QUI LLEN: Well, during that period of tine

of history in this region, there were a nunber of

conpani es that did come in and...| mean, t hey
just...they cut down everything...|l nean, everything
Was- - - .

TIM SCOTT: | believe at one tinme though, M.
Quillen, | believe they were probably either the first

or second | argest tinber conpany in the country.

MARY QUI LLEN: Ri ght.

TIM SCOIT: They were really substantial...a

substantial conpany.

MARY QUI LLEN: | renenber my grandfather who was

W se County talking about Ritter Lunber Conpany. So,

t hey were, | guess, business coll eagues.




TI M SCOT'T: H ghly conpetitive---.
BRUCE PRATHER: Conpetitive, yeah.

MARY QUI LLEN: Yes, with Yell ow Popl ar.

TI M SCOITT: ---I think is the word that you’re
| ooki ng for. And then W M Ritter, of course, cane
al ong. ..cane forward and they...they did buy a nunber of
tracts that were owned by Yellow Poplar in Buchanan
County to satisfy loans that they had given to Yellow
Popl ar .

BUTCH LAMBERT: GCkay. Any other questions fron

t he Boar d?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TI M SCOTT: Yes, for M....not for M. Horn, for
M. Jansen.

BUTCH LAMBERT: Ckay.

QS JANSEN

having been duly sworn, was examned and testified as
fol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q M. Jansen, please state your nane, by

whom you’re employed and your job description.




A My name 1is Gus Jansen. I'm employed by

Range Resources-Pine Muntain, Inc. as the mnager of

geol ogy.
Q Are you famliar with this application?
A Yes, | am
Q And you also participated in the

preparation of the application, is that right?

A That is correct.

Q Please tell the Board why we’re seeking
a well location exception for this particular unit.

A Yes. Again, if the Board will refer to

Exhibit AA, you’ll see the location of the proposed well
000031 in the center of the map outlined with a red
circle around it showing the offsetting wells, which we
are seeking the exception from Again, this well
| ocation has been selected to allow for the maxinmun
recovery of the gas resource wthin the existing
t opographic constraints as depicted on the map. The
nearest |ocation adhering to the statew de well spacing
requirements that’s located approximately 3,000 feet to
t he southwest. By not drilling a well at this proposed
| ocation, the result would be approximtely 101.1 acres
of stranded reserves.

Q 101. 1---7




A 8...18, I'm sorry. Excuse me.

Q Okay. What’s the proposed depth of this
wel | ?

A 5,349 feet.

Q And what'’s the potential loss of]
reserves?

A 600 mllion cubic feet of gas.

Q And then if the Board grants our
application it would result in preventing waste,

pronoting conservation and protecting correlative
rights, is that correct?

A That is correct.

TIM SCOIT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: Al those in favor, signify by




sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Scott. It’s

approved.
TI M SCOTT: Thank you, sir.
BUTCH LAMBERT: Calling item twenty-four on the

docket, it is a petition from Range Resources-Pine
Mountain, Inc. for the establishnment of a drilling unit
and pooling for proposed well 900031, docket nunber
VGOB- 11- 0315- 2926. Al parties wishing to testify,
pl ease cone forward.

TIM SCOIT: Tim Scott, Qus Jansen and Phil Horn
f or Range Resources-Pine Mountain, Inc.

BUTCH LAMBERT: You may proceed, M. Scott.

TIM SCOTT. M. Chairman, this particular unit

Is the one that we just requested a well |ocation
exception. So, the...what | will do is go through the
guestions that | typically have for M. Horn. But |
woul d advise the Board that we have...M. Horn has
al ready provided to M. Asbury just a synopsis of the
due diligence efforts as requested...as required by the

Board. That has been provided to M. Asbury presently.




|f the Board has any ot her questions along the way, just

feel free to ask.

PH L HORN
having been duly sworn, was examned and testified as
f ol | ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q kay. M. Horn, your nane, by whon
vou’ re employed and your job description.
A My name is Phil Horn. I'm land manager

f or Range Resources-Pine Mountain, Inc.

Q Are you famliar with this application?
A Yes, | am
Q And this is a...this unit is subjected

to statew de spacing, is that right?

A 112.69 acres. That’s correct.

Q And we have. . . Range Resour ces has
drilling rights in this unit?

A Yes, we do.

Q And what percentage does it have under
| ease?

A We have 85.35%

Q Now, we have the same situation as we




di d before that we have an unknown, is that right?

A That’s correct.
Q So, the...we just published, is that

correct, in the D ckenson Star?

A That’s correct.

Q And what date was that done?

A February the 18th, 2011.

Q And, again, you’ve already provided Mr.
Asbury with your due diligence efforts, is that correct?

A Yes, | have.

Q And we'’ve provided proof of publication

wi th the Board, is that right?
A That’s correct.
Q Range Resources is authorized to conduct
busi ness in the Commonweal th, is that correct?
A That’s correct.
Q A bl anket bond on file?
A That s right.
Q And if you were able to reach an
agreenent with the parties listed...or the party listed
on Exhibit B-3, what would the | ease terns be?

A Thirty dollars per acre for a five year
paid up | ease that provides a one-eighth royalty.

Q And that’s reasonable compensation for a




| ease in this area?
A In nmy opinion, it is.
Q Ckay. What percentage of the oil and
gas estate i s Range Resources seeking to pool here?
A 14. 65%
Q And we’ve 1indicated that we have an

unknown, is that right?

A That’s correct.

Q So, we have an escrow requirenent?

A That’s correct.

Q And we’ve submitted an Exhibit B, which

sets forth that percentage, is that right?

A Exhibit E 14.65% vyes.

Q And what tract is subjected to escrow?

A Tract 2.

Q And, again, you said 14. 65%

A Correct.

Q So, we'’re asking the Board to pool the

unl eased parties listed on Exhibit B-3, is that right?

A That’s correct.

Q And that Range Resources be naned
oper at or ?

A Yes.

Q And if any Board order that’s entered in




this particular matter, what would be the address for

any el ections?

A Range Resources-Pi ne Muuntain, Inc.,

P. O Box 2136, Abingdon, Virginia 24212, Attention:
Phi | Hor n.

Q And other...all other correspondence as
wel | ?

A That’s correct.

TIM SCOIT. Okay. That’s all I have for Mr.
Hor n.

BUTCH LAMBERT: Any questions fromthe Board?

SHARON PI GEON: Mr. Horn, I'm sorry, I didn’t

get what you said the | ease terns you proposed were?

PHIL HORN. Thirty dollars per acre for a five

year paid up | ease that provides a one-eighth royalty.

SHARON PI GEON: Thank you.

PHI L HORN: You’re welcome.
BUTCH LAMBERT: You may conti nue.

QJS JANSEN

having been duly sworn, was examned and testified as




fol | ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q Mr. Jansen, your name, by whom you’reg
enpl oyed and your job description.

A My name 1s Gus Jansen and I’'m employed
by Range Resources-Pine Mountain, Inc. as the manager of
geol ogy.

Q And you’ re familiar with this

appl i cation?

A Yes, | am

Q What’s the proposed depth of this well?
A 5,349 feet.

Q Wiich is consistent with our | ast

testinony, is that right?

A That is correct.
Q That’s a good thing. That’s a really
good t hi ng.

SHARON PI GEON: | appl aud you on that.

Q What'’s the...what’s the estimated
reserves for this particular unit?

A 600 mllion cubic feet of gas.

Q And  you al so partici pate in t he
preparation of the AFE, is that right?




for this

char ge?

preparation of the AFE, is that right?

woul d prevent waste, pronote conservation and protect

correlative rights, is that correct?

A That is correct.

Q So, you’re familiar with the well costs?
A | am

Q And what is the estimated dry hole costs
uni t?

A $315, 295.

Q And the conpleted well costs?

A $615, 866.

Q So, again, you participated in the

A That is correct.

Q And it provides for a supervision
A It does.

Q And is reasonable in your opinion?

A Yes, it is.

Q And if this application is granted, it

A. That 1s correct.
TIM SCOTT: That’s all | have for M. Jansen.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?




TIM SCOTT: That’s all I have, Mr. Chairman.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.

BRUCE PRATHER Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(Al'l menbers signify by saying yes.)
BUTCH LAMBERT:. Opposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Scott. It’s

appr oved. Calling docket item twenty-five, a petition
from Range Resources-Pine Muntain, Inc. for pooling of
hori zontal conventional well VH-530309, docket nunber
VGOB- 11- 0315- 2927. All parties wishing to testify,
pl ease cone forward.

TIM SCOIT: Tim Scott, Gus Jansen and Phil Horn
f or Range Resources-Pi ne Muuntain, Inc.

BUTCH LAMBERT: You may proceed, M. Scott.




PH L HORN
having been duly sworn, was examned and testified as
fol | ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q M. Horn, one nore tine, your nane, by
whom you’re employed and your job description.

A My name is Phil Horn. I'm land manager
f or Range Resources-Pine Mountain, Inc.

Q And you’ re familiar with this
appl i cation?

A Yes, | am

Q And this IS a provi si onal uni t

establ i shed by the Board, is that right?

A That’s correct.

Q And it contains 320 acres, is that also
correct?

A That’s right.

TIM SCOIT: And I’'m going to stop for just one
m nute. | know that the Board had asked or M. Hagy had

asked our office to give the docket nunber for the
establishment of a provisional drilling wunit. I’d

al ready sent everything over here before | was able to




do that. But we will do that in the future for anytine
We have a...an application that vyou’re requesting the
docket nunmber for the establishment of that unit. And
do you know what that is, M. Jansen?

@QJS JANSEN: | do not off the top of ny head.

TIM SCOTT: But we can provide that to you.

This was actually a well that VH-530185 that we had
pool ed sonetine...sonetinme ago. This is an additional
well within this unit. So, | can get that for the Board

if you’d like for me to.

BUTCH LAMBERT: Can you get it to M. Asbury?

TIMSCOIT: 1’11 be glad to do that. Yes, sir.
Q M. Horn, Range Resources has drilling
rights in this unit, is that right?
That’s correct.
Are we going to dism ss anybody today?

No.

o > O >

And how much of the wunit does Range
Resour ces have under | ease?

A As part of the revised exhibits that |
passed out, 97.158%

Q kay. Now, the parties who are listed
on Exhibit B-3, have you attenpted to reach an agreenent

Wt h t hose i ndividual s?




A Yes, we have.

Q And as far as the...giving everybody
notice of this hearing, how as that done?

A From the parties that we |ocated, by
certified mail for the unknowns by publication in the
Di ckenson Star on February the 18th, 2011.

Q And we have unknowns, is that correct?

A Yes. | just gave M. Asbury ny
af fi davit of due diligence.

Q kay. Have provided proof publication
of mailings to M. Asbury?

A Yes, you have.

Q And Range Resources is authorized to

conduct business in the Commonwealth, is that right?

A That’s correct.

Q And have a bl anket bond on file?

A That’s right.

Q Now, as far as |lease terns that would be

of fered to unl eased parties, what woul d those be?

A Twenty-five dollars per acre for a five
year paid up | ease that provides a one-eighth royalty.

Q Do you think this IS reasonabl e
conpensation for a lease in this area?

A Yes, | do.




Q kay. So, what percentage of the oil
and gas estates is Range Resources seeking to pool ?

A 2. 842%

Q And we’ve already indicated that we have
escrow requi renents, is that right?
A That’s correct.

Q What...what’s the percentage that will
be escrowed?

A 2. 72%

Q And what are the tracts or tracts that
are subjected to escrow?

A Tracts 11, 12, 16, 17, 18 and 20.

Q Now, as far as...| believe that we have
testified to this before, but just to refresh the
Board’s memory, 1in this particular situation the highwayj
came through and nost of these people disappeared fron
Di ckenson County thinking that they had lost their
minerals. But it’s our position that the minerals
still remain in these individual...and those are the
parties listed on both Exhibit B-3 and Exhibit E, is
t hat correct, M. Horn?

A Yes.

Q kay.

A If you look at the plat, the little




smal | tracts in the southwest corner of the unit, the
hi ghway went through there in the early ‘70s and took
out nost of those...those tracts surfacewise did not
exist. Portions or few of them do exist.

Q They’re either above or below the road,
Is that right---7?

A That’s correct.

Q ---of what’s left? Ckay. So, are you
requesting the Board to pool the unleased parties listed

on Exhibit B-3?

A Yes, we are.

Q And vyou’re asking that Range Resources
be naned the operator of this wunit, is that also
correct?

A That’s correct.

Q Now, if any of these individuals who are

|isted on B-3 nmake an election, what would be the
addr ess used?

A Range Resources-Pi ne Muuntain, Inc.,

P. O Box 2136, Abingdon, Virginia 24212, Attention:
Phi | Hor n.

Q And that would be the address for all
el ection...all correspondence, is that correct?

A That’s correct.




TIM SCOIT: Okay. That’s all I have for Mr.

Hor n.
BUTCH LAMBERT:. Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Scott.

QUS JANSEN

having been duly sworn, was examned and testified as
f ol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SCOIT:

Q Mr. Jansen, your name, by whom you’re
enpl oyed and your job description.
A My name is Gus Jansen. I'm employed by

Range Resources-Pine Muntain, Inc. as the mnager of

geol ogy.
Q Are you famliar with this application?
A Yes, | am
Q And you also participated in the

preparation of the application, is that right?

A That is correct.

Q What’s the total depth of the proposed
wel | ?2

A. 9, 224 feet.




Q And the estimted reserves?

A 1,000...1 bcf of 100 or 1,000 mllion
ncf .

Q | never get that part right.

A Sorry.

BRUCE PRATHER: Start at 1 mllion.

Q That b just kind of throws ne for a
| oop. | have to wite that down. Now, you, again,

participated in the preparation of the AFE, is that

ri ght?

A That is correct.

Q So, you’re familiar with the well costs?

A | am

Q What’s the estimated dry hole costs?

A $671, 210.

Q And conpleted well costs?

A $1, 321, 689.

Q And you signed the AFE, is that right?

A That is correct.

Q So, does the AFE set forth a reasonable
charge for supervision?

A Yes, it does.

Q And in your opinion, if this application

s granted it would prevent waste, pronote conservation




and protect correlative rights, is that correct?
A That is correct.
TIM SCOIT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT:. Questions fromthe Board?

SHARON PIGEON: Tim | have a question for you.

TIM SCOTT: Yes, ma’am.
SHARON PIGEON: Back to this matter about the

hi ghway- - - ?
TI M SCOTT: vyes.
SHARON PI GEON: - --departnent---7?
TI M SCOTT: Yes.
SHARON Pl GEON: ---did you evaluate the

ownership and determne that the emnent domain was
exerci sed only for surface?

TIM SCOTT: Yes, ma’am.

SHARON PI GEON: So, you have---7?

TIM SCOTT: | actually was able to find those

pi eces of litigation and the thing that was interesting
about the way this was done is that that was the only
way | could actually |ocate who the heirs (inaudible)
and all of these various ones that were listed on there
because they actually put a map that showed the | ocation
of these tracts as they related to State R. 83. So,

when you | ook at what was actually condemed, it was not




f ee.

I t

was for highway purposes. So, that was the

determ nation that we made in listing these individuals.

SHARON PI GEON: The best of your professional

i nformati on and belief?

TIM SCOTT: Yes, ma’am.

SHARON PI GEON: Thank you.

TI M SCOIT: That’s right.

SHARON PI GEON: | wanted that in the record.

BUTCH LAMBERT: Any ot her questions?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOTT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?

(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al'l menmbers signify by saying yes.)
BUTCH LAMBERT: QOpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank vyou, Mr. Scott. It’s




approved.
TI M SCOI'T: Thank you.
PH L HORN:. Thank you.
@QJS JANSEN: Thank you.

BUTCH LAMBERT: We’re calling item twenty-Si X on

t he docket, a petition from GeoMet Operating Conpany,
Inc. for pooling of coal bed nethane unit 292, this is VA
Unit A-34, docket nunber VGOB-11-0315-2928. We have
received a letter from Scott Millins...Tom Millins of
the Street Law Firm requesting that this item be
continued until April.

DAVI D ASBURY: Yes.

BUTCH LAMBERT: So, item twenty-six on the

docket will be continued until April. Okay. Ladies and
gentlenen, if you have all received a copy of the
m nutes fromthe |last neeting. Do | have any comments on
the mnutes from the |ast neeting? Any corrections or
addi ti ons?

MARY QUILLEN. | did not get a copy of the

m nutes. | did not receive a copy of the m nutes.

BUTCH LAMBERT: Ch. Do you want to take just a

qui ck gl ance at those, Ms. Quillen.
MARY QUI LLEN: This is...this is not the

m nut es.




did |

BUTCH LAMBERT: Oh. They’ re not? Well, what

hand you?

MARY QUI LLEN: That .

BUTCH LAMBERT: | handed you the docket.

MARY QUI LLEN: Yeabh.

BUTCH LAMBERT: | had a copy of the m nutes.

MARY QUI LLEN: T just didn’t get minutes.

SHARON PI GEON: Ms. Dye, didn’t---7?

KATI E DYE: | need to see them

BUTCH LAMBERT: Ckay. Did you distribute the

m nutes with the packet?

i n.

Yes,

ar e- - -,

| ooked at

| mport ant

DIANE DAVIS: It was supposed to have been put

sir.

MARY QUI LLEN: D d anybody get m nutes?

SHARON PI GEON: W know t hat. But where they

BILL HARRIS: | thought | had them but when |

what | have---.
DI ANE DAVIS: Did any of you get m nutes?

Bl LL HARRI S: ---TI don’t have them.

MARY QUI LLEN: No.

BRUCE PRATHER: That’s all right. 1It’s not that

to ne.

BUTCH LAMBERT: No m nut es.




DIANE DAVIS: | can go get them while you

cont i nue on.

BUTCH LAMBERT: (kay. W will hold that

item..itemover until next nonth. Al so, on the docket,
there’s...Mr. Asbury, would you...do you...are you
prepared to give us an update regarding the escrow
activities.

DAVI D ASBURY: Yes, M. Chairman, | do. The

first item..and | appreciate the folks waiting
patiently all day. The Board had asked ny office to
work with different individuals with the Linkous Horn
and Stilwell Heirs in different parts. Patricia, if you
wouldn’t care to come up. We would like to address one
particular item. We’re still worKi ng. Staff continues
to work with Ms. Keen and M. Gsborne. M. Stilwell has
a current issue that | would like to discuss with the
Board or at least bring the information forward to you.
In working wth M. Stilwell, they were disbursed in
2010 from a couple of the units, S35 and S-36. Just
recently, they received a 1099 form for t hat
di sbursenment. And Ms. Stilwell and the famly asked to
provide an accounting to the famly for t hat
di sbursenent, which would go back to the begi nning of

the well production in those units and be part of that




di sbursenment. The reason for that is, they as a royalty
owner and as a disbursie fromthe escrow account, there
are certain tax inplications for either cost or
percentage depletion allowance for gas and oil royalty
owners. From the information that M. Stilwell had
provi ded our office, she was not...we were not able to
determ ne a nethod that they could use for determning
their tax...their tax information from the disbursenent
from escrow. The information was not conplete to where
t hey could determ ne a cost of percentage depletion fron
the information provided. She asked our office for that
i nformation from that disbursed units and we in turn
requested that information from CNX Gas who are...who
had the units. CNX Gas’ response with an email was that

that information had to cone fromthe escrow agent. So,

I'm...we’'re at a quandary. I'm asking the Board and
maybe M. Stilwell can present sone additional
information. But I'm asking guidance from the Board and

probably a request that the Board direct staff to either
seek that information from the escrow agent or from the
gas conpany so that they can properly prepare their tax
| nf or mati on.

BUTCH LAMBERT: Is this part of the information

t hat originated wth the Wachovia and got transferred to




Fi rst Bank?
DAVI D ASBURY: Yes.
BUTCH LAMBERT: So---.

DAVI D ASBURY: Yes. These would be wells---.

BUTCH LANVBERT: ---have you been able...have

you been able to determne that what was received fron
Wachovia to First Bank is accurate?

DAVI D ASBURY: Not at this tine. No, sir.

BUTCH LAMBERT: Ckay.

DAVID ASBURY: So, this leads to...again, this

| eads to an issue that we can discuss as part of the APA

audi t about conpl ete and full information for
accounting, which is a full accounting prior to a
disbursement. We’re trying to assist Ms. Stilwell and

her famly and others who has requested this full
accounting so that they can properly account for their
taxes 1n this depletion allowance. And as I've
researched from information provided from the IRA a
royalty owner has that option to do either a cost or a
percentage depl etion. That cost or per cent age
depl etion, you have to have certain information that was
not provided the famly at the tinme of disbursenent.

MARY QUI LLEN: She may have given the date on

that. I’'m not sure. What was the date of this...these




di sbur sement s?

PATRI CI A STILWELL: We received the checks in

June- - - .
DAVI D ASBURY: O 2010.
PATRI CI A STI LWELL: ---of 2010.
MARY QUI LLEN: Onh, okay. Onh, okay.
PATRICIA STILWELL: So, we got our 1099s Iike

January of 2011
MARY QUI LLEN. Ckay. | was checking to make

sure it was this year

PATRI CI A STI LVWELL: Yeah. So, they have to go

back to when they first started the account in escrow.

MARY QUILLEN: Right. Well, that’s what

I'm...I'm getting to that point because this began---.
PATRI CI A STI LMELL: In ‘93, I think, maybe.

MARY QUI LLEN: And we’ve had several agents.

Now, would all of that---.

PATRI Cl A STI LWELL: They have to keep them--.

MARY QUI LLEN: —information be avail able from an

escrow agent or wll it all have to cone back
from..fromthe operator because there have been severa
escrow agents that have been responsible and then
whet her all of that information was passed on down to

t he next escrow agent?




BRUCE PRATHER: Davi d, do you know what

percentage depletion the royalty owner gets? Do you
know what the percentage is?

DAVI D ASBURY: The maxinmum all owed by the IRS is

15%, but it’s based on a...it’s based on a calculation
of their reserves and estimated...ultimate reserves for
the property and their interest ownership. And they’re
allowed based on...again, I'm not a tax lawyer or a CPA,
but based on my reading, they’re allowed to do the
cal cul ation between cost or percentage depletion and
they get to enjoy the benefit of the one that gives then
t he hi ghest benefit fromthat...fromthat property.

MARY QUILLEN: Would the escrow agent have that

I nformation...the current escrow agent?

DAVI D ASBURY: No, the current escrow agent does

not .

BRUCE PRATHER: | know this nmuch and that is if

vou’ re going to get...I mean, the depletion allowance
that I'm familiar with i1if you have a working interest in
It and you get your depletion allowance, you get your
operating costs and...that you can wite off and it’s on
a schedule C. Are you famliar with a Schedule C?

DAVI D ASBURY: Yes, sir.

BRUCE PRATHER: Well, that’s...I mean, I get




some of those. So, I know that’s where my depletion
comes from. So, I don’t know whether the royalty owners
get Schedule Cs or not.

DAVI D ASBURY: Maybe we need to get M. Stil well

Sworn in.
(Patricia Stilwell is duly sworn.)

PATRI CI A STILWELL: | have six tickets here,

1099s. On one of them | have the revenue deductions
and the severance on it. Okay, the other five tickets
does not. Five tickets canme from escrow and the other
one is from the gob where all of them was...all of the
wells are conbined except for, | think, W35, okay.
Now, the revenue deductions and the severance is on the
gob. | can show you it.

BRUCE PRATHER: Well, is the depletion on that

t 007

PATRI Cl A STI LVWELL: The depl etion and everyt hing

IS on it.

BRUCE PRATHER: Okay. Now, that makes sense.

PATRI Cl A STI LWELL: Okay. Now, the ones that is

in escrow and we just received it this year for 2010
t axes, none of the depletions was on those at all. "))
got the amount of royalties, but we didn’t get no

depletions on it. W need the depletions in order for




our taxes. W can claim those when we get out
di sbursenments for our tax purposes.

SHARON PI GEON: Why are they in escrow?

PATRICIA STILWELL: We couldn’t come to an

agreenent until...nmy nother---.

SHARON PI GEON: So, there’s ownership dispute?

PATRICI A STI LWELL: It was. But---.

DAVI D ASBURY: They split it.

PATRI Cl A STI LWELL: Yes, a split agreenent.

SHARON PI GEON: So, you do have split agreenents

now?
PATRI CI A STl LMELL: Yes.

SHARON Pl GEON: But it’s still in escrow?

PATRI CI A STI LVWELL: No, it was.
SHARON PI GEON: Ckay.

PATRICIA STILWELL: W got...ny nother, Nancy

Stilwell and others, ---.
SHARON PI GEON: Okay. Thank you.
PATRICI A STI LWELL: ---went ahead and got

theirs.

SHARON PI GEON: So, we got---?

BUTCH LAMBERT: So, vyou’re asking for the

depl etion before the split agreenent?

PATRICIA STILWELL: No. I'm asking for the




depl etion---.
MARY QUI LLEN: When was the split agreenent
made? Was it after Decenber the 31st, 20107

PATRI CI A STI LVWELL: No. No.

MARY QUI LLEN: It was before?
PATRI CI A STI LWELL: It was before.

DAVID ASBURY: A split agreenent was brought

bef ore the Board and approved, | believe, June of 2010.

PATRI CI A STI LMELL: Yeah.

DAVI D ASBURY: And that disbursement i ncluded

production and royalty paynents and cunul ative interest
at that tine. But there was no accounting that was
provided wth that disbursenent to the famly---

SHARON PI GEON: Ri ght .

DAVI D ASBURY: ---1in 2010. When it cane tine
now to give the 2010 1099---.

PATRI CI A STI LMELL: Ri ght.

DAVI D ASBURY: ---they got a...they did not

receive a full accounting in which to calculate their
cost or percentage depletion rate.

SHARON Pl GEON: And---?

MARY  QUI LLEN: el I, i f t hat i nfornati on

isn’t...I wouldn’t think that that would come to the

escrow agent, would it?




DAVI D ASBURY: I believe that there’s really two

parts to this. The first part has to cone from the gas
conpany.

SHARON PI GEON: Ri ght .

MARY QUI LLEN: Yeah. Right.

DAVI D ASBURY: And the gas conpany would have

those records or should have based on what they’re
required if they put funds into escrow. That wll be
conponent part A. They could cal cul ate---.

SHARON PI GEON: Ri ght .

DAVI D ASBURY: ---the percentage depletion from

that information from the production sales. The tota
net to the operator or to the royalty owner would then
have to include part B, which is the cunulative
| nterest, etcetera.

MARY QUILLEN. R ght. The 10...yeah, from the

escrow agent.

DAVI D ASBURY: And not until we got that---.

MARY QUI LLEN: Yeabh.

DAVI D ASBURY: ---would they be able to

cal cul ate their cost depletion.

MARY QUI LLEN: And what does CNX say when you

have. .. have you requested this fromthen?

DAVI D ASBURY: | have. The reply was that they




woul d ask us to | ook to the escrow agent to receive that
| nf or mati on.

MARY QUI LLEN: And the escrow agent---7?

BRUCE PRATHER: Does have it.

MARY QUI LLEN: ---doesn’t have it?

DAVI D ASBURY: I'm not sure of that.
MARY QUI LLEN: Oh, okay. That mght---.

DAVI D ASBURY: It is...it is going to be a task.

There’s nineteen years.

PATRICIA STILWELL: I think...since '93, I

think. I might be a year or two off, but I think ‘93.

BUTCH LAMBERT: So, Mr. Asbury, why...why don’t

we do this? Why don’t you confirm with the escrow agent
that they cannot provide that information? If they
cannot provide that information, the Board woul d request
that you draft a letter for the Chairman’s signature to
CNX instructing them to provide that information that’s
needed.

SHARON PI GEON: '93 would actually go back

bef ore Wachovia, would it not?

DAVI D ASBURY: Yes.

SHARON PI GEON: Three escrow agents.

BRUCE PRATHER: M. Asbury, did you get---7?

PATRICI A STILVWELL: We was notified in ‘94.




SHARON PI GEON: So, I think Wachovia was ‘95.

DAVI D ASBURY: I’'m not sure. There was a Bank

of Tazewell County during that tinme period and then
t here was Dom ni on.

BUTCH LAMBERT: Wl |, t here was sone

predecessors to Wachovia who bought...Wchovia bought.
First Union---.

MARY QUI LLEN: Yeah, it was First Union

Dom nion...it was Dom nion and then it was First Union
and t hen Wachovia and then Wells Fargo.
Bl LL HARRI S: Yeabh.

MARY QUILLEN. Wwell, we never did deal wth

actually Wells Fargo.
DAVID ASBURY: But this...again, this...while

working with the famly this crystalized one of the
| sSsues before the Board about disbursenents and
i nquirement to provide a full accounting prior to
di sbur senent s.

MARY QUI LLEN: Ri ght.

BUTCH LAMBERT: |Is the Board okay wth the

i nstruction to---7?
MARY QUI LLEN: Yes.
BUTCH LAMBERT: ---do that?




MARY QUI LLEN: Absol utely.
KATIE DYyE: If | mght add, M. Lanbert,

concerning the Stilwell family’s time line. Their taxes
Wi || be due April the 15th.
BUTCH LAMBERT: Yeabh.

KATI E DYE: So, you might consider a tinme limt
or sonet hi ng.

BUTCH LAMBERT: Well, we will put a...we wll

put a---.

SHARON PI GEON: They can get an extension on

t hat . That should be the kind of thing that you woul d
need get an extension on.

BUTCH LAMBERT: And | ---.

PATRICIA  STILWELL: I'11 try to get an

extension. If | cannot, | can got ahead and do that and
amend it for this year. I don’t like to do that, but if
| have to | wll.

SHARON PI CGEON: You can get an extension on

t hat .

BUTCH LAMBERT: Given that 1it’s the 15th of

March, | doubt very seriously that the Board can even
our process done with M. Asbury before April the 15th
or certainly in the tinme period to file your taxes. So,

that’s probably what vyou’re going to have to do 1is




request an extension. But we w il instruct CNX fron
this Board to provide that information.

BRUCE PRATHER: M. Chairman, could | make a

suggesti on? | get royalty paynents. | also have
wor king interest in wells. My royalty payments, I don’t
get depletions. I’ve had this for twenty years. I...it
may be to our advantage to notify the I RS and just see
Who gets what. | think that would be sonething that
might...if you find it’s a way my situation is, then you
resol ve the problem Just to the IRS and ask them if
| ndeed royalty owners are supposed to get depletion.

PATRI CI A STI LWELL: Yeah. VWll, the one that |

talked to they said that the depletion should be on

t hese ot her accounts as well as the gob account.

BRUCE PRATHER Well, yeah, | can see it being
on the gob account. The problemthat | can see is with
the well. | never seen it on a well. But | do get...I

do get a schedule C, which is...has ny depletion on it

and that’s when I have a working interest. | do get
t hose. And---.
PATRI CI A STI LWELL: Well, | nean, all of these

are on schedul e Cs.

BRUCE PRATHER: Yeabh.

DAVI D ASBURY: Reading...reading, M. Prather




from the IRS website it says, “You must use the method
t hat gives you the |argest deduction unless you are an
| ndependent producer or a royalty owner. You generally
cannot use percentage depletion for oil and gas wells
unless certain conditions apply.”

BRUCE PRATHER: Ri ght.

DAVI D ASBURY: And then it gives you...when you

go the royalty owner site, it talks about calculating
whet her or not cost depletion or percentage depletion is
to your advantage and that you should cal cul ate both and
t hen you have the benefit of the higher with percentage
depl eti on maxi ng at 15%

BRUCE PRATHER: | think...l think probably what

they’re saying there 1s 1f you know how much gas 1is
produced, you take whatever that percentage is and
that’s your depletion problem.

DAVI D ASBURY: For...yes.

BRUCE PRATHER: Yeah. I’'d say that’s what it is.

DAVI D ASBURY: For that year, you take that

per cent age.

BRUCE PRATHER: Yeah. Yeah.

DAVI D ASBURY: Yes, sir. And, again, the Board

asks that staff work with the famly on issues and this

Is a current issue. | certainly appreciate Ms. Stilwell




and her famly working with us on this.

BRUCE PRATHER: | nean, the thing about it is

they’re going to have to figure our which system is most
advant ageous for themto file under.

DAVI D ASBURY: Yes. And currently they don’t

have the correct detail to be able to do that.

BRUCE PRATHER Ckay.

PATRICI A STILWELL: And | would like that for

future references to on all of our other accounts. It’s
Jjust not on two...it’s on all of our accounts, the
Li nkous Horn and O H Keen, which has not been
di sbursed yet.

MARY QUILLEN. Has a split agreenent been

reached on those others as well? (Ilnaudible.)

PATRI Cl A STI LWELL: Yes.

BUTCH LAMBERT: So, Mr. Asbury, we’ll proceed

Wi th the instructions to work with the escrow agent. |If
they can’t provide it, then you will draft a letter for
the Chairman’s signature to CNX-?

DAVI D ASBURY: Yes, sir.

BUTCH LAMBERT: ~---that they will provide that

i nformation? GCkay. kay, thank you. Any other updates
on the escrow...as far as the escrow account ?

PATRICI A STILWELL: And could you provide ne a




| etter also that you sent to CNX or that you sent then
one?

DAVI D ASBURY: | will copy you on it.
PATRI CI A STI LMELL: Ckay.

DAVI D ASBURY: Yes, ma’am. Again, thank you for

your patience today.

PATRI CI A STI LMELL: Thank you.

BUTCH LAMBERT: Any further wupdates regarding

t he escrow account ?

DAVI D ASBURY: Yes, sir. | wanted to give the

Board an...just a verbal update. At the end of
February, we had royalty deposits totaling $256,991 for
both working interest and royalty incone interest.
Earnings for the CEDARS interest and noney market
account was $10, 801. There were fees of $2,200.
Di sbur senents from escrow was $53,608. Audit costs---.

SHARON PI GEON: Woul d you repeat that?

DAVI D ASBURY: I'm sorry?
SHARON PIGEON: Could you repeat that |ast

nunber ?
DAVI D ASBURY: Di sbursenents?
SHARON PI GEON: Yes.
DAVI D ASBURY: $53, 608.
SHARON PI GEON: Thank you.




DAVI D ASBURY: And the audit costs, which is the

hourly workers doing the detail audit review for the
nonth was $6,981. That gave an endi ng bal ance. .. endi ng
mar ket bal ance in escrow February the 28th at
$26, 613.309...let ne repeat that, $$26,613, 3009.

BUTCH LAMBERT: He wote hinself a check.

(Laughs.)

MARY QUI LLEN: 3 hundred and what ?
DAVI D ASBURY: 3009.

MARY QUI LLEN: 907

SHARON PI GEON: 9.

DAVI D ASBURY: $26, 613, 309.

MARY QUI LLEN: 9.

DAVI D ASBURY: I'm sorry. It’s late in the day.
SHARON PI GEON: And t hat was through?

DAVI D ASBURY: February the 28th?
SHARON PI GEON: Thank you.

DAVI D ASBURY: Yes, ma’am. I’11 provide hard

copies to the Board as well. The staff wll have 4
neeting this Thursday, which wll be our quarterly
neeting with First Bank & Trust. If there any issues

t hat the Board nenbers have that you would like for us
to address wth First Bank & Trust, please email D ane

or | about that or discuss 1it. We’ve established the




quarterly neeting just as a working session to nake sure
that everybody is on the sane page and address any
| ssues that we m ght have. One of those issues that the
bank asked that | discuss with the Board today, we have
some checks that are returned. Wen those checks...
we’ve had a small group, not a large group, but some of
t hose paynent checks from disbursenent folks have
written void on them and just returned them. I'm not
sure why yet. Maybe sone of those disagree with the
di sbursenment or believe if they sign the check or accept
the check that they’re agreeing that everything 1is
pr oper. When we disburse, and this is sonething the
Board | hope would consider and give us direction on
too, once the Board approves the disbursenent and
paynent is disbursed, we assune that noney is out of
t hat account for future disbursenents. That noney if
those checks are returned doesn’t automatically go back
into the account until that issue is resolved. So, if
it’s returned, what D ane and | hope to talk with the
bank about tonorrow is to have those checks she just
holds them in a file and they’re 1like 1n a suspense
account . But...and we try to resolve those nonth after
month and they’re not large checks. They’re typically

smal | er checks. But we do not return that noney into




t he escrow bal ance when cal cul ati ng di sbursenents goi ng

forward until that’s resolved.

MARY QUILLEN: Is there sone way that they coul d

| et you know, you know, what these checks are...who they
were to and those people can be contacted to find out
why they were returned?

DAVI D ASBURY: Yes, they do that frequently and

we try our best and we contact the gas operator to
contact them as well. W nmake sure that addresses and
phone nunbers are what both parties have and neke our
best efforts to contact those individuals.

BUTCH LAMBERT: And did you say that the bank

has al ready set up a suspense account or what are they
currently doing with the funds?

DAVI D ASBURY: They have not...today, that was

Sonet hing that’s on our agenda for Thursday. Currently,
they are just holding the checks in the file and letting
us know that the checks have been returned and they’re
wor king with us and the gas conpany to contact the fol ks
to see why those checks were returned.

MARY QUI LLEN: But in the neantine...if noney is

bei ng disbursed, then there has to been an agreenent
reached. So, that’s puzzling why they would be---.
DAVI D ASBURY: Most recently it has Dbeen




contesting the split agreenent.
MARY QUI LLEN: Ckay.
SHARON PI GEON: You al so had one from a man who

was divorced and i1t had his wife’s name on 1t as well
because that was---.

MARY QUILLEN. Right. | remenber that one.

Yeah.

DAVI D ASBURY: Yes.

SHARON PI GEON: And t hat was---.

MARY QUI LLEN: And they had to issue the check

back to him So---.

RONNI E OSBORNE: M. Lanbert, could | speak on

t his?
BUTCH LAMBERT: No, sir. No, sir.
RONNIE OSBORNE: In other words, them checks

them people is getting don’t count?

BUTCH LAMBERT: Excuse me, Mr. Osborne, but it’s

not open for public comment. It’s Board discussion.
RONNI E OSBORNE: Ckay.
DAVI D ASBURY: |If the Board would like to...if

there’s another process, 1f the Board would like staff
to discuss wth First Bank & Trust in the reason...on
these checks, we’ll be glad to do that. Sone of these

don’t get resolved as the calendar year passes. We'’ ve




had some incarcerations. We’ve had some other issues.
Those individuals will get a 1099 for those funds that
wer e di sbursed. So, that has brought sone issues.

MARY QUI LLEN: yeah, conplications for---.

BUTCH LAMBERT: So, there’s no way you can put

that money back in the escrow account because that’s
j ust - - -.

BRUCE PRATHER: It has been di sbursed.

MARY QUI LLEN: Yeabh.

SHARON PI GEON: The order is out there.

BUTCH LAMBERT: The orders are done out there

and then it throws off all of our calculations going
forward

DAVI D ASBURY: That'’s correct. So, we

leave...they’re in, more or less, suspense until we can
get the issue with the check resol ved.

BRUCE PRATHER: Davi d, let nme ask you a

questi on, on these checks, how nuch...how nuch noney are
we talking about and with this in anyway present a
probl emto our auditing people?

DAVI D ASBURY: The checks that we’re aware of 1is

not a material difference for an audit.

BRUCE PRATHER: Oh, okay. Ckay.

D ANE DAVI S: Yet.




DAVI D ASBURY: Yet .

BUTCH LAMBERT: But the audit should reflect

what has happened though that those checks have been
ret ur ned.

DAVI D ASBURY: Yes.

BRUCE PRATHER: okay.

BUTCH LAMBERT: So, that’s probably...should be

on the top of the list for the Thursday neeting with the
escrow agent .

MARY QUI LLEN: Ri ght.

DAVI D ASBURY: W can do that.

BUTCH LAMBERT: Now, M. Gsborne, if you have a

coment you can---.

RONNIE OSBORNE: | was just commenting on the

checks that they was talking about. My sister and
brother still get...Ms. Quillen said that they have not
agreed. My sisters and brothers do not agree. I'm not
agreeing. We’ve received checks. That’s all I wanted
to | et you know.

BUTCH LAMBERT: Ckay. Thank you. Vell, we...

understand, we was in the mddle of a discussion and
until that was over then | <can let you have your
coment .

DAVI D ASBURY: One last item M. Chairnman.




BUTCH LAMBERT: Okay, M. Asbury.

DAVI D ASBURY: OQur detail audit fol ks are doing

a wonderful job. W just had an internal review with
the DMVE, an internal auditor, last week who reviewed,
agai n, the process and our progress. The | adies who
are reviewing the detailed audit have finished nost of
2009 from CNX. They have...they’re already into 2008
for CNX. So, they’re making excellent progress.
There’s several thousands lines of data that they’re
reviewed and input. So, I'm very proud of their work
and efforts and that also goes with the work that D ane
and Jim Lovett has done with them | see a tinme period
here where...and I’'m asking the Board, if it would be
okay to draft a tine table request to other operators to
begin providing us the information historically, 2008s,
‘07, ‘06 and ‘05 all the way to 2000 on a tine table.
Right now it’s just open and we’ve just openly requested|
it from the operators. | think wth the speed, the
| adies are able to do one year about every forty-five
days. One may take a week and three may take two hours.
But if it pleases the Board, I’'d like to develop a time
table and a letter from the Chairman’s office to do this
detail ed audit and ask the gas producers to the provide

this information in a tinely manner.




BUTCH LAVMBERT: | would recommend that you set

that time schedule so that vyou don’t...that the
conpanies get that information to you well in advance
before it’s needed, okay. I don’t think that should be
an issue. If you’ll draft the letter, I’11 be happy to
sign it.

DAVI D ASBURY: kay. Thank you very much.

BUTCH LAMBERT: Okay. If you’ll recall last

nonth, we had a presentation on our escrow estinmator
that we nade public on our website. | checked the
records on how nmuch wuse that website was getting.
According to what our conpute technology folks are
telling me, we’ve had almost 6700 hits on that website
since it was published. Al so, if you recall, we had a
request to put the wells on that website so they could
click on a well, that has been done now if you’ve not
had a chance to look at that. I'’d encourage you to go
out and | ook at that website. The wells are there and
you can just click on the well and bring the information
back to you in addition to the unit infornmation. So,
our office, through the website, has not received any
comment s. | don’t know, David, if you have...if your
fol ks have received any coments on what we can

make...to make it better. But through the enail address




that we gave on the website, we haven’t received any
| nf or mati on.

DAVI D ASBURY: Staff has received questions on

particular units and we’ve been able to address most of
t hose. Mbdst positive. There has been sone, again, when
we’ve published the website there was about 15% of the
units that were not conpleted yet. They were about 859
conpl ete. But nobst have been positive feedback and very
wel cone.

BUTCH LAMBERT: | <can tell you too that we

commtted to additional bells and whistles on that
website and our staff has continued to work on those to
get additional information posted. W wll keep the
Board updated on the progress of that. Okay. The | ast
item..the next to the last item on the docket, is that
we will review and discuss the auditor of public account
final report and the actions regarding the APA’s
recommendation to the Board. Since we’re already over
our normal quitting tine again, as bad as | hate to do
this, I'd like to carry that item over until next month.
So- - - .

DAVID ASBURY: And if any of you do not have

copi es, we do have extra copies today.

BUTCH LAMBERT: So, do | have notion to adjourn?




MARY QUI LLEN: Mbotion to adjourn.
BRUCE PRATHER: Second.
BUTCH LAMBERT: | have a notion and a second.

Al those in favor, signify by saying yes.
(Al'l menmbers signify by saying yes.)
BUTCH LAMBERT: Opposed? I don’t think there

Wi | | be anybody opposed.
BRUCE PRATHER: We’1ll hold that over too.

BUTCH LAMBERT: We’1l hold that over too. Thank

yvou, Mr. Prather. So, we’re adjourned.
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